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EDITORIAL 
What “The Magazine of Wall Street” Stands For 





ITH the November issue, this magazine began its sixth 
year. Twice, since last April, we have increased our read- 
ing pages, so that the magazine is now 50 per cent. larger 


than it was last March. 
* x * 


A financial magazine which “sticks” for six years, with increas- 
ing patronage and prosperity, evidently fills a want and must be 
acknowledged to be a permanent success. 

That success has been due largely to the fact that our maga- 
zine was unique and covered a new field. In our early issues we 
blocked out for ourselves the field of practical, conservative specu- 
lation and investment, and we have never seen any reason to wan- 


der from these subjects. 
* * * 


The growth of the magazine has been simply a logical and 
orderly development. The subjects of investment and speculation 
are inextricably mixed and Combined. For the first two years we 
considered these subjects together or separately, as occasion arose, 
without any attempt at definite division. 

Then we began to classify our matter into speculative articles 
or investment articles, according to their predominating char- 
acter. Next, as the ‘magazine continued to grow, we established 
departments—a Bond Department, Investment Department, 
Traders’ Department, statistics, the current financial situation, 
—in addition to general articles and editorials. 

* * * 

In this course of development, we have never cut-down the 
supply of matter interesting to any particular class of readers. 
The active trader finds as much in the magazine today that bears 
on his special interests as it ever contained. The same is true of 
the investor, the speculative investor, or the bond buyer. 

We have endeavored to develop each department in a sys- 
tematic and well-ordered growth, and to add new features as de- 
mand for them appeared. For example, in this issue we add a Pub- 
lic Utilities Department. 

As the magazine broadened out, we concluded that the name 
“The Ticker and Investment Digest,” under which it was at first 
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published, did not fully represent us, so we changed the title to 
“The Magazine of Wall Street.” We also began to issue “The 
Trend Letter,” giving our opinion as to the general trend of the 
stock market. 

* * * 


We know that our work has not been without its effect. We have 
always discouraged the gambling kind of speculation; and there 
is less of it today than ever before within the memory of the pres- 
ent generation. We have promoted careful, intelligent study of 
market conditions; and there is more of that kind of study now 
than ever before. We have counseled the public to buy in the 
panics and sell on the booms; and it is the universal testimony of 
brokerage houses that a larger proportion of the public does this 
now than ever before. We have insisted that there is a science 
of speculative investment; and more people are ready to admit 
that today than ever before. 

In the beginning, we laid down a rule for the selection of our 
articles. That rule is still in force today. It is this: 


“WILL THIS ARTICLE HELP OUR READERS 
MAKE MONEY?” 


And many réaders have written us or stated to us that they have 
made hundreds or thousands of dollars as a result of ideas obtained 


from our columns. 
x x x 


On the whole, we feel that we have a record of achievement 
behind us, and we take satisfaction in it because it has been inde- 
pendently won. We have truckled to nobody, curried favor with 
nobody, have never relaxed our standard of honesty toward our 
readers, and we wear the collar of no special interest. 

* * * 


In 1913 we intend to make the magazine bigger, better, 
broader and brighter than ever before. We expect to add other 
important features and to increase our usefulness to our readers. 
We expect, in a word, to keep on doing the same thing as hereto- 
fore, but doing it better. We hope to make the history of this mag- 
azine one of systematic and continuous progress in the rendering 
of a practical benefit to readers. 
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Looking Forward 
A: Conversation Between a Prominent Banker, a Large Operator, 
an Investor and Myself 








OC The tant there were four of us. 


The banker had dropped in for 

a chat and the rest of us were 
very glad of a chance at him, for he was 
a man of large affairs, and it is usually 
necessary to send in your card and await 
your turn. 

THe Banker: Well, what do you 
gentlemen think of the market? 

THe Operator: I believe the consen- 
sus of opinion here is bearish. 

Tue BANKER: For what reason? 

Myse.r: Taking a long view, do you 
not believe we are approaching a point 
where the world’s supply of cash will 
be tied up, as it was in 1907? 

BanKER: Yes. And in proof of the 
fact that I do not consider it time to in- 
vest money for a long pull, $500,000 of 
my wife’s money is lying in a trust com- 
pany at 2 per cent. interest. I do not 
feel like investing this money at present, 
because nothing looks to me exception- 
ally cheap; but if anything should come 
along to put the price of Amalgamated 
Copper, for example, down to 50, I 
would have no hesitation in placing the 
funds. 

Tue Investor: At what level would 
you consider Steel common cheap? 


BanKER: It will surprise you to know 
that never, since its inception, have I 
considered Steel common a_ sound 
medium, because I was brought up with 
the old-fashioned New England idea that 
the way to run a plant is to appropriate 
a very large percentage of earnings to 
depreciation and betterments. The Steel 
Corporation has never approached my 
standard in this respect, although I have 
missed many opportunities by withhold- 
ing. A property must be fundamentally 
right or I will not touch it. It may be 
some time, but I believe we shall see the 
day when Steel common will no longer 
pay dividends. 

InvesToR: But there are some very 
good people in the Street who tell me to 
buy it. Take that twenty thousand 
shares traded in around 75 today; ten 
thousand shares being sold by one 
broker, and bought by a few houses with 
Steel Corporation connections. Insiders 
must be bullish on the stock or they 
would not support the market. 

Operator: That support may not be 
permanent. There may be a definite ob- 
ject for not wishing to see the market 
for Steel decline today, although this 
same ten thousand shares may come out 
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at a fractional advance. I am hoping for 
another rally to 80, when I want to get 
short of it. 

BANKER: What makes you so bearish? 

Operator: We have now. what 
amounts to an industrial boom, the basis 
for which is good crops. The news- 
papers have been feeding us with the 
fallacy that a billion dollars represents 
the increased value of farm products for 
1912, compared with the previous year. 
If this were true, I should be less a 
bear; but the government figures prove 
that the increased value amounts to only 
one-eighth that sum or one hundred and 
twenty-five million dollars, which is not 
a period in the dictionary. Your corn 
crop, large as it is, figures fifty million 
dollars less in market value than the 
1911 crop. Admitting that big crops 
make tonnage for the railroads, this will 
enable them to make up the losses of last 
year, but you won’t see many dividend 
increases coming along as a result. 

Then we have issued an enormous 
quantity of securities. In many markets 
there is already a state of congestion. 


This is particularly true of London. 
The answer to congestion is liquidation ; 
that which we have seen has only 
scratched the surface; it has been spec- 


ulative liquidation. The real investors 
have not been thoroughly shaken out 
since 1907, and about once in so often, 
history shows this must occur. In 1903 
our wealthiest men were obliged to 
liquidate. In 1907 some of those whom 
1903 made richer were forced to dis- 
gorge. A piece of machinery which gets 
out of order does not fix itself, and the 
world’s financial machinery is becoming 
clogged. 

BANKER: You may be right, but I be- 
lieve you will see higher prices first. 
When money returns in December, or be- 
tween that time and February, there 
should be an important upswing, so I 
would be in no hurry about selling stocks 
short, if I were you. 

Operator: I am not afraid of any up- 
turn, because if it becomes important, I 
shall go along with the tide. While my 
day to day commitments may be on one 
side or the other, I always have in mind 
the general direction in which the market 
is traveling, and I cannot figure out why 
a bull market should start with the level 


of prices eight or ten points below the 
highest of this year and twenty or forty 
points above the lowest of 1911. 

MyseELF: From my standpoint, it is not 
so much a question of the banking or 
investment position as it is the position 
of the largest interests in the Street. If 
these people have sold all their stocks 
we shall certainly witness a period of 
declining prices, as the public only sup- 
ports the market in times of panic. If 
these interests have sold only a portion 
of their long holdings, it is likely that 
they will undertake another campaign on 
the up side for the purpose of distribut- 
ing. I would rather know where these 
big people stand than any other one thing 
about the market. 

Investor: I am told that Otto Kahn, 
before he sailed for England, expressed 
a bearish opinion. Kuhn, Loeb & Com- 
pany ought to have a fairly good idea of 
the outlook, but this may be influenced 
largely by the position of Union Pacific. 
By the way, that Supreme Court decision 
on the Union Pacific merger may be 
handed down any. Monday now. How 
do you think it will go? 

_Mysetr: I believe it will favor the 
company; that is, the merger will be 
sustained. 

Investor: Some very prominent bank- 
ing interests tell me not to be too sure 
of that. At any rate, they say some im- 
portant liquidation in Union Pacific has 
taken place within the past year. Now, 
whose do you suppose this can be? 

MysetF: Mr. Frick got out last year, 
which would leave only the Harriman, 
Kuhn-Loeb, Morgan and possibly the 
Rockefeller interests. 

BANKER: The management, I believe, 
expects the decision in its favor, so the 
selling could hardly come from that 
quarter. 

Operator: I can’t see any evidence of 
important liquidation, although I will ad- 
mit the stock doesn’t respond to a pos- 
sible decision every Monday, as in the 
case of Reading. Judging from its mar- 
ket action, I should say Union Pacific is 
getting to be a good deal of an invest- 
ment proposition. 

Investor: Did you ever stop to think 
how much of a railroad it would be if it 
were stripped of its connections? 
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Mysetr: Yes, I’ve been over it. It 
runs from Omaha to Ogden. 

Investor: Well, it couldn’t secure 
much freight between those two points, 
if the system should be dismembered. 

Mysetr: No, but remember, there is 
such a thing as a traffic agreement, and 
as a railroad, it surely could earn some- 
thing. And before it can be reduced to 


a mere railroad, the company must dis- 
tribute its holdings of Southern Pacific, 
New York Central, B. & O., etc., which 
ought to figure 75 or par. 

BANKER: Well, all this remains to be 
seen. I’m going to lunch. 

Investor: Let’s all go to lunch. 

And we did. 








Forecasting Business Conditions 


By LAWRENCE CHAMBERLAIN 
Author of “‘ The Principles of Bond Investment” and ‘‘The Work of the Bond Houses”’ 


A Survey of Present Conditions 








EFORE developing further, and in 
regular order, the proper subject 
matter of these papers, I wish to 

say a word concerning the present busi- 
ness situation. During the past two 
months a number of inquiries have come 
to me through the mails or by telephone 
asking for my opinion of the present 
outlook. Whether my catechists are 
solicitous about the interests they have 
at stake or whether they wish to test my 
powers as a seer I do not know. Maybe 
they feel like the average housewife who 
insists on trying a new cleaning polish 
on her brasses before purchasing. I 
have nothing to sell them, but they may 
begrudge the time and effort necessary 
to follow and understand these studies 
unless satisfied of the dollars-and-cents 
value of them. 

If the inquiries are meant as a test of 
the theory they are natural; but the 
trouble is that without a full understand- 
ing of the theory there can be no full 
understanding of what the theory has to 
say of the probable relation of past and 
present conditions to future. However, 
the present is a remarkably good time to 
win converts to this study provided the 
future bears out the testimony of present 
indications, because these indications 
point to exactly opposite conclusions 
from those of an almost unanimous pub- 
lic and press. 

This paper is begun on November 6, 


the day after Wilson’s election by an 
overwhelming vote. The stock market 
has leaped up several points in the past 
few hours. Mr. Wilson has issued a re- 
assurance to business men. It is a day of 
general optimism following several 
months of rapidly improving sentiment— 
a sentiment that had a sound basis in re- 
markably good crops. One direct return 
from crop production is yet to come, in 
the shape of final payment; but another 
direct result is here in an uncomfortably 
heavy transportation, which in turn has 
caused the booking of heavy orders with 
the equipment companies ; and this again 
has meant much business for the steel 
companies and other contributors of 
labor and supplies, etc., etc., ad infinitum. 

Since steel and iron production are 
considered such excellent barometers of 
trade let us look a little further into this. 
Heavy orders are being taken from some 
of the most important buyers of the 
country by leading sellers for delivery 
during the second, third and fourth quar- 
ters of next year. The independent 
manufacturers in the Chicago district 
and the plants there and at Gary of 
the United States Steel Corporation can- 
not assure deliveries. before the distant 
future. The Pennsylvania, St. Paul, 
Canadian Pacific are said to be placing 
orders for hundreds of thousands of tons 
of steel rails, here and abroad.* This is 


*Cf. Current numbers of the Jron Trade Review. 
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the talk of the times. It is at once an 
indication and a creator of sentiment. 

My occupation keeps me in daily touch 
with traveling representatives who con- 
stantly sound the business views and sen- 
timents of bankers and men of affairs in 
different parts of the country. With the 
exception of some hesitancy up to the 
present because of an impending presi- 
dential election, the undertone of feeling 
is excellent, and new undertakings are on 
foot, everywhere. 

Politics have not been a serious deter- 
rent since the nominating conventions. 
The stock market began the advance 
made possible by crops and politics dur- 
ing the week ending ‘July 27. We have 
every reason to believe that business has 
extended proportionately. The two fol- 
lowing tables may give some idea of the 
extent of the rapid change: 

Idle Cars. 


Average for 
week ended 


Oct. 30, 
Oct. 29, 


100,000 Net Surplus 
5,700 Net Shortage 
7,200 Net Surplus 

500 “ “ 


“ “ 


6,500 
31,600 Net Shortage 
Bank Clearings Outside New York. 
Week ended 
July 26, 
Oct. 25, 1912 
This hopeful aspect of changing con- 
ditions has received more than propor- 


1.6% Above Normal 
117% Osi“ 


tionate advertisement. It is in every 
man’s mind and on every man’s tongue. 
Only those who study facts without 
prejudice—and they are altogether too 
few—have raised a protest. Their pro- 
test has been based largely on banking 
conditions. As late as November 1 a 
prominent Wall Street house takes ex- 
ception to this protest in the opening sen- 
tences ofits market letter, as follows: 

“Great stress has been laid on the 
money situation by financial writers re- 
cently. We all know that general busi- 
mess activity means a tightening in 
money rates and there is no better foun- 
dation for higher prices in investment 
issues.” 

This is the sort of easy generalization 
that is quickly written and as quickly for- 
gotten. A tightening of money rates is 
not a foundation for higher investment 
prices. It is merely a late consequence. 


Proof will come forth at its proper place 
in this series. The logical conclusion 
from such a thought is that a weakening 
of money and banking conditions im- 
proves security prices and conversely that 
a strengthening of money and banking 
conditions is the cause of decline in se- 
curity prices. The thing is absurd on the 
face of it. 

The fact is that monetary conditions 
have been growing worse as business ac- 
tivity has increased, although the two 
facts do not stand in relation of cause 
and effect. We have been losing money 
steadily at New York and have been re- 
ducing our surplus reserves, even allow- 
ing for customary seasonal weakness. 
Reserves, of course, are usually lowest 
around crop moving time. The follow- 
ing figures, from sources to be described 
later, easily accessible to anybody, and 
without cost, indicate the facts : 


Money. All New York Banks and Trust 
Companies: 

July 26, 1912 

Nov. 

Surplus 
Banks : 

July 26, 1912 

Nov. 1, 1912 

Ratio of Reserves to Deposits. 
Associated Banks: 

July 26, 1912 

Nov. 1, 


Nov. 4, 1910 


Oct. 30, 1908 27.56% 


It is to be remembered in connection 
with the figures just above that 25 is the 
legal minimum reserve. Therefore a fall 
from 26.20 per cent. to 25. 32 per cent. is 
noteworthy. 

Even to maintain this narrow surplus 
of reserve over legal requirements and on 
a lessening amount of cash the New York 
banks have been obliged (with business 
expanding) to call their loans and thus 
reduce their loans and the deposits that 
are made possible by the loans—as fol- 
lows: 


470,200,000 


Reserves. New York Associated 


New York 


Loans. All New York Banks and Trust 
Companies : 


Nov. 
Loans. New York Associated Banks: 
July 26, 1912 


Nov. 1, 1912 1,328,000,000 
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Deposits. New York Associated Banks: 
Pe nS nas wave behigieos $1,426,000,000 
te are 1,317,000,000 


The withdrawal of cash and the call- 
ing of loans at a time that business is 
picking up and demanding more money 
can result in only one thing, unless there 
is help from abroad, and that is a strain 
on credit that forces up interest rates and 
lowers investment (bond) prices. 


July 26, Nov. 1, 
1912. 1912. 
Ratio of Loans to De- 
posits. New York 
Associated Banks... 97.40% 100.86% 
Commercial Paper..... 4.56% 6.00% 
eee 2.73% 6.13% 
Railway Bonds.......: 99.30% 98.36% 
The rates for call money are now 


higher than they have been for this sea- 
son of the year since the panic of 1907. 
Now, in this conflict of opposing 
forces, bad monetary conditions against 
good business conditions, one or the other 
must win, ultimately. If business is to 
win it must replenish the banks. Relief 
must come principally from abroad. 
Whence else can it come? Is money be- 
ing hoarded here? Unfortunately, as 
the result of German over-speculation, 
the Italo-Turkish war, and the present 
Balkan struggle there is slight prospect 
of immediate relief from abroad. If we 
count on the payment of cash for our ex- 
ported crops we are likely to be disap- 
pointed. We shall probably be paid in 
our own securities now owned abroad. 
_ The present discount rates of the prin- 
cipal European banks tell the story. 


Bank of England: 


56. os aces led oie 34% 
Ee & Saar 3% 
— > 9 ee gee 4% 
Sa SP ee. > 5% 
Bank of France: 
SA: RI soa an ocht's ons utuaee 34% 
gn Deere 3% 
Gh. 9 eee 34% 


Three and one-half per cent. is the 
French maximum rate of recent years, 
except from November 7, 1907, to Janu- 
ary 10, 1908 (the time of our panic). 


The Reichsbank (Germany): 


ee S| eee 5% 


Pg eer: % 
oe Serer $83 


—_——_ 


*On November 14, as this article went to press, 
the German rate went to 6 per cent. 


Bank of Belgium: t 
vic dmeke de bid oan 444% 


Oct. 
Ss 2 eer ey 4% 
“tg 3 RSE 5% 


Thus far we have confined ourselves 
to figures that come from authoritative 
and unprejudiced sources. If we had to 
deal with nothing but figures ovr prob- 
lem would be simplified and our con- 
clusions less fallible. Unfortunately, ex- 
ternal forces that are not predicable 
transpire occasionally like explosions, 
and, coming without warning, leave a 
sequence of results too easily expressed 
in figures. 

Sometimes these explosions of force 
can be foreseen, or at least suspected, if 
they cannot be pre-figured. Wars, polit- 
ical and economic revolutions are of this 
disposition. But calamities of nature: 
acta dei: pestilence, earthquakes and 
assassinations, take us unaware. The ef- 
fects of accidental occurrences, however, 
are usually not so far-reaching—from 
the very fact that they are accidental, and 
not part and parcel of a firmly estab- 
lished order. 

In illustration of the relatively unfore- 
seeable (from an American point of 
view ) this Balkan conflict will serve; of 
the foreseeable but immeasurable, the 
coming tariff revision is equally good. 

A speedy issue of the Balkan difficul- 
ties that is satisfactory to the powers 
may release optimism and cash for our 
uses in a way that may surprise us. 

But this much now may be said re- 
garding the business and financial out- 
look. Unless-and until there is an abso- 
lute reversal of the downward trend in 
banking conditions that has existed since 
June of this year, we cannot expect any 
continued betterment in business condi- 
tions. For any further expansion of ac- 
tivity without corresponding improve- 
ment in banking conditions we must ex- 
pect to pay twice over, later, by enforced 
liquidation. 

I have been insisting on this for 
months, part of the time when stocks 
were rising, backed by the speculative 
wish that is father to the thought of bet- 
ter times. It takes courage to appear to 
be in the wrong for weeks if not months 
at a time. But up to the present these 
upward surges of sentiment and activity 
have been compelled to subside, here and 
there, to a level little, if any, higher than 
that from which they started, because 
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they did not have at the bottom a money 
foundation sufficiently solid to support 
them. 

Now the figures I have chosen to back 
my contention that a prosperous future.is 
not yet assured seem self-consistent and 
plausible. They seem to point harmoni- 
ously in the direction of my running com- 
ments on them. It will surprise many 
when I say that under certain conditions 
equally plausible figures pointing this 
same way might, on careful analysis, 
prove exactly the opposite of my present 
thesis. In other words the statistical 
methods I have used are so fallacious, 
when not “purified” that they may lead to 
absolutely false conclusions. 

Even for the sake of satisfying the 
natural curiosity of the readers of this 
magazine, therefore, I should not have 
been justified in using this statistical ma- 
terial in its crude state, if it had not hap- 
pened (accidentally enough) that -the 
crude and the refined material yielded in 
this instance the same general results. 

It is next in order to state what puri- 
fication or refinement of the material is 
necessary to obtain correct results. To 


do so is to anticipate later articles that 
will deal at length with the method of 


handling the materials. Still something 
may be said now without loss by repeti- 
tion somewhat later. 

The two principal sources of error in 
the use of business figure are (1) 
neglect of regularly recurring fluctua- 
tions due to seasons of the year, and (2) 
neglect of the fairly steady and certain 
growth of this country. Therefore where 
such exist we must eliminate Seasonal 
Variations, as they are called, and the 
Increment of Normal Growth. 

If for instance the earnings of all rail- 
roads are substantially better during the 
second quarter of the fiscal year than 
during the first quarter, it does not neces- 
sarily follow that business is picking up 
all over the country, for the earnings of 
the second quarter ordinarily are much 
better than those of the first quarter. 
During October, November and Decem- 
ber crops are being moved, and in gen- 
eral fall and winter activity is greater 
than summer. If, however, earnings for 
the second quarter of the fiscal year ex- 
ceed those of the first quarter by an 
amount substantially greater than earn- 


‘through clearing houses 


ings for the second quarter have usually 
exceeded earnings for the first quarter, 
then by that net difference we are to 
judge the extent which transportation 
has improved. 

Likewise, in a study of banking condi- 
tions, a loss of cash reserves in the New 
York banks during the second quarter in 
itself has no significance whatever. It is 
only as this loss exceeds or is less than 
the average loss at this season of the 
year, when money goes Westward to 
finance crop movements, that the reserve 
statement of the New York Clearing 
House takes on real significance. 

There is still the second element of 
change to reckon with. As railroad earn- 
ings vary from year to year—now higher, 
now lower—it is not enough that the 
average level of income remains con- 
stant; it should rise, for otherwise it is 
falling behind the average level of most 
roads, which is rising. A clearer illus- 
tration will come from bank clearings. 
An increase in business activity is best 
indicated by bank clearings, which meas- 
ure the amount of checks that pass 
in different 
cities. Obviously an increase in clear- 
ings means an increase in business activ- 
ity. But in a city like Los Angeles, that 
has increased its clearings 800 per cent., 
or nearly $900,000,000, in 11 years, a 
gain of $6,000,000 in a month means 
little as to changing conditions, for it 
represents less than the average monthly 
gain for the 1l-year period. 

But if we have eliminated seasonal 
differences by observing what these dif-- 
ferences are over a period of years, and 
if we have eliminated normal growth, 
by observing what is the normal rate of 
growth over a period of years, then our 
purified result can be relied on as a 
basis of judgment for present and future 
variations. Fortunately for our patience 
no other eliminations are necessary. 

It will now be seen what I meant a few 
paragraphs back in stating that the fig- 
ures presented might lead to false, as 
well as to correct, conclusions, since for 
the most: part they were “crude” quanti- 
tative figures from which had not been 
eliminated seasonal differences or nor- 
mal growth. This is particularly true of 
the statement of money conditions: 
Money in all New York banks, and Sur- 
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plus Reserves of the New York Asso- 
ciated Banks. For all a layman might 
know, a loss by all banks of $51,800,000 
in cash between July 26 and November 1 
might be the expected and usual thing; 
so also the loss of $12,700,000 of sur- 
plus reserves. However, there has been 
some attempt to check up the loss in the 
ratio of reserves to deposits from July 
26 to November 1, by showing what this 
ratio was about November 1, during the 
preceding four years. 

But the simplest and most accurate 
way of eliminating the two misleading 
factors is to reduce the actual figures to 
a percentage basis, in which 100 per cent. 
represents normal experience and all 
other percentages the ratio of current 
conditions to normal experience. This I 
have done under the caption of “Bank 
Clearings Outside New York.” Properly 
interpreted the figures there mean that on 
July 26, 1912, bank clearings outside of 
New York were 1.6 per cent. better than 
we should expect to find at that season 
of the year, basing our judgment on the 
experience of many years past; whereas 
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on October 25, 1912, these clearings had 
jumped to 11.7 per cent. of what would 
ordinarily be expected around Octo- 
ber 25. 

It must not be thought that all the 
factors that properly enter into the dis- 
cussion of the present business outlook 
have been presented in these remarks. 
I have simply endeavored, in advance of 
a proper development of my subject, to 
show with as much clearness as possible 
(and by an improper method because the 
proper one we have not yet studied), 
how figures may be used to guide us in 
our commitments. 

Having opened up the subject in this 
paper it will be in order each month here- 
after to indicate the general trend of 
change in business activity and money 
conditions on which this activity is 
based; but it will not be necessary to 
devote much space to the matter. Suc- 
ceeding papers will continue ‘discussion 
of the materials with which we work and 
the method of reading the story they 
have to tell us. 

(To be continued.) 








Tom Lawson Again 
He Has Given the People Four Years to Forget “‘National Stock” 








STREET : 
I remember several years ago you 
had a 
Magazine, which caused the editor of that pub-- 
lication to crawl into his hole and pull his 
stock exchange articles in after him. 


stm of THe MaGAZzINE oF WALL 


little tilt with Everybody's 


A little later Everybody's made a big 
splurge over another series of articles on Wall 
Street by Lincoln Steffens, which was to be 
the “real thing.” These proved very flat and 
were discontinued after a few issues. 

Now I see Tom Lawson has again taken up 
the cudgels, and I am interested to know what 
comments, if any, you have to make on his 
articles. Op SuBSCRIBER. 


Many of our present subscribers are un- 
familiar with our little argument with Every- 
body’s Magazine some four years ago. Every- 
body’s was publishing some one-sided and ill- 
considered articles attacking Wall Street and 
the stock exchange. We called attention to 
the fact that these articles plainly showed that 
their writers did not know what they were 
talking about, and expressed doubt whether 
the editor of Everybody's knew much about 


Wall Street. We then asked a number of 
pointed questions, which seemed to annoy him 
very much, as he printed an elaborate reply, 
and thereafter discontinued the series of 
articles. 

Some of Mr. Ridgway’s remarks at that 
time are amusing to look back upon. For ex- 
ample, in a paragraph evidently meant to be 
quite crushing, he implied that this magazine, 
which was then young, would not last long. 
Well, we are still here and doing nicely, thank 
you; but in the meantime Everybody's has had 
a variegated career. After losing over half a 
million dollars in the attempt to establish 
Ridgway’s Weekly, which proved a complete 
fizzle and caused Mr. Thayer, the real business 
man of the group, to withdraw from the com- 
pany, Everybody's next sold securities to the 
public to get money for the erection of a print- 
ing plant. We have inquired, but have never 
been informed when and where this plant was 
erected, or what became of the cash. The 
magazine was soon after sold to the Butterick 
Publishing Company, Mr. Ridgway remaining 
with it. The Butterick stock, by the way, is 
listed in that den of iniquity, the New York 
Stock Exchange. Mr. Ri ay denounces 
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Wall Street with much fervor and abandon, 
but he is fot able to manage his business with- 
out making use of the. machinery that Wall 
Street provides. 

As to Lawson’s latest articles, the two which 
have been published are so rambling and il- 
logical that they are not worthy of serious 
criticism. After reading them, one is inclined 
to question whether Lawson is not really be- 
coming a paranoiac. It is common sympton 
for the paranoiac to scribble such sentences as 
“The blue cow climbed the ocean backwards 
and sat in the baby’s pudding at sixty miles an 
hour.” Lawson’s wild misuse of language is 
to say the least unfortunate, if he is really 
= to convey clear and intelligible ideas. 

ar as we can sift out Lawson’s thought 
from the cloud of meaningless verbiage and 
half-baked efforts at political economy in which 
it is enveloped, it is this: 

A cotton mill is worth $1,000,000 and issues 
that amount of stock. It can earn 5 per cent. 
on this $1,000,000. Then, by manipulation on 
the stock exchange, the price of the stock is 
doubled (or perhaps the company issues 
$2,000,000 stock worth $50 a share, and it is ad- 
vanced to ,par, which amounts to the same 
thing.) To correspond with this new valua- 
tion, the mill is now compelled to earn 10 per 
cent. on the par value of its stock, which it 
does by increasing prices and reducing wages. 
All other industries do the same. Behold, 
here is the cause of the high cost of living. 

Simple, isn’t it? So simple that it is silly. 
The mill could not raise its prices unless it 
could sell its goods at the advance; and it 
could not sell the goods unless there was a 
demand for them. Even if we were to admit 
that a stock could be manipulated on the stock 
exchange to double its value and maintained 
there, this would not increase the demand for 


cotton cloth by one dollar and would not affect 
in the least the earning power of the company. 

Lawson is simply beginning at the wrong 
end. A stock sells high because the company 
is earning good profits; there is no way on 
earth by which the company can be made to 
—_ good profits simply because its stock sells 

igh. 

All this, of course, is obvious—to everybody 
except Lawson and Ridgway. For that reason 
the Lawson articles are likely to be for the 
most part ignored by intelligent persons. 

It seems incredible that Lawson should 
credit the public with such a short memory as 
to have forgotten the “National Stock” epi- 
sode of four years ago. 

Bay State Gas, a discredited Delaware in- 
corporation, had been kicking around the Bos- 
ton curb for years at a trifling value. Lawson 
picked up a lot of it and then started a tre- 
mendous advertising campaign in leading 
newspapers. His statements were, in brief, 
that he was going to speculate on the stock 
exchange for the account of the Bay State 
Gas Company, which he renamed “National 
Stock”; the public was to buy the stock, thus 
furnishing the money; the enormous profits 
that he would roll up for the account of the 
company would cause its stock to bound up- 
ward in price; while the great fund of money 
thus accumulated would enable him to destroy 
“the -System”—which is Lawsonese for the 
Standard Oil interests. 

By this scheme Lawson sold a great quantity 
of Bay State Gas around $5 a share. Its price 
is now 20 cents on the Boston curb, and Law- 
son is busy explaining. 

These latest articles are about what would 
be expected from Lawson. The mystery is 
how a supposedly reputable magazine was in- 
duced to publish them. 








A Problem in Banking 


An Interesting Question As to Loans and Deposits 








OME of the inquiries that reach this 
office are calculated to set a man 
thinking. In fact, there seem to 

be very few questions connected with 
finance and the stock market that do not 
occur to one or more of the readers of 
Tue MAGAZINE OF WALL Street. Here 
is one, for example, that has had a stimu- 
lating effect on our gray matter : 
“Editor of THe MAGAZINE oF WaLL STREET: 
“I do not fully understand how national 
bank loans ever can reach the point where 


— — 5 Take an example on a 

you start a bank. I 
deposit “$1,000 a wi with you. Under the law, 
you are now to carry $4,000 of de- 
posits, since $1,000 cash will constitute 


a 25 per cent. reserve on that amount of de- 
posits. You now loan me $3,000, passing that 
sum to my credit as a deposit. Your position 
then is: 


My note... 


Deposits . ..$4,000 Loans ....$3,000 

“I now check out $3,000; but this check 
must be soon deposited in some bank by the 
person to whom I send it. If it does not 
immediately land in a national bank, it must 
eventually sod so in order to get around to you 
for pa hence the deposits of all na- 
tional 9 ‘will be the same as before. 

“I can understand that the loans of all banks 
may exceed deposits while this check is ‘in 
the air,’ so to speak, but as soon as it lands 
in a national bank, the original condition will 
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be restored. The exact process by which loans 
rise above deposits is a mystery to—T. B. R.” 
At first glance the answer to this looks 
comparatively simple. A general ex- 
planation of the facts involved has been 
given several times in this magazine. 
For example, in “What Makes the Mar- 
ket?” vol. 7, p. 100, Mr. Selden wrote: 
“This relation between deposits and 
loans is a very elastic one. The bank 
may loan, not only its deposits but also, 
if it desires, a part of its capital, sur- 
plus, undivided profits, and its issue of 
currency. Hence in a time of great ac- 
tivity, loans will forge ahead of deposits, 
and when the contraction comes. loans 
will fall faster than deposits.” . 
This is a statement of facts as they 
occur, and is the explanation commonly 
given. But T. B. R. is not satisfied with 
this. He wants to know the “exact 
process”—he wants to see the wheels go 
‘round. 
To state his question a little more 
definitely, it is, as we understand it: 
Since every loan, from the organiza- 
tion of any bank down to date, must soon 
become a deposit, in that bank or in some 
other, how do the total loans of all banks 
ever get to exceed their total deposits ? 
There is a point here, if we mistake 
not, that is not to be disposed of by any 
general, off-hand statement. T. B. R. 
appears to be correct in his facts. He 
doesn’t mention the bank’s capital or 
surplus because they are not concerned 
in his question. His point is that every 
Ioan becomes a deposit—hence how can 
loans exceed deposits ? 
Let us get this clear: 


You go to a na- 
tional bank and arrange for a loan of 
$10,000. You give your note for that 


sum. The note represents the loan on 
the bank’s books. The $10,000 is at once 
passed to the credit of your account on 
your deposit book. It has become a 
deposit. 

Of course you borrowed the money for 
a purpose ; so you next check it out of the 
bank and use it to pay off some of your 
obligations. The $10,000 is now, as T. 
B. R. says, “in the air.” 

The persons who receive your checks 
may deposit them in trust companies, 
State banks, or private banking houses. 
Under some circumstances the recipient 
of a check might, for one reason or an- 


other, hold the check for a short time 
without depositing it anywhere. In all 
these cases the check would still be “in 
the air,” so far as the national banks are 
concerned. 

But as the national banks are the back- 
bone of our banking system, the $10,000 
in most cases soon arrives at a national 
bank again and becomes a deposit. If it 
doesn;t get there before, it certainly does 
when the loan matures and is paid off, 
for then the $10,000 must go back to the 
national bank which originally made the 
loan. 

It must be noted that checks “in the 
air,” in the sense in which these words 
are used by T. B. R., do not correspond 
with “exchanges for clearinghouse,” as 
given in the comptroller’s reports of all 
national banks. In fact, “exchanges for 
clearing house” are reckoned as a part 

f “deposits.” By checks “in the air” 
T. B. R. means sums of money tempora- 
rily* lodged in trust companies, State 
banks, savings banks, private banks, or 
in the hands of individuals. 

According to this line of reasoning, 
loans of all national banks could only ex- 
ceed deposits to the extent that sums 
loaned by national banks were tempo- 
rarily held by other banks (not national ) 
or by individuals. 

But this theory doesn’t accord with 
the figures. For example, in January, 
1906, the per cent. of loans to individual 
deposits, all national banks, was 100.6; 
in less than two years, December, 1907, 
this per cent. was 110.7 ;.and in another 
two vears it was down again to 101.3. 
Why should there be any such rapid vari- 
ation in the time required for sums 
loaned by national banks to be redepos- 
ited in a national bank? 

Moreover, back in 1893, this per cent. 
was up to 129.5, and dropped to 115 in 
about nine months. 

Altogether it is a very pretty problem 
and well worthy of careful thought by 
banking men and students of finance. 
There are many such among our readers, 
and we shall be glad to receive and print 
their explanations of T. B. R.’s question. 

This matter of the excess of loans over 
deposits has always been wrapped in a 
certain degree of mystery... Who will 
volunteer to explain it so clearly that all 
may understand ? 








The Steel and Iron Industry as a Barom- 
eter of Business 


By SYDNEY ASHTON BONNAFFON 











pression which have occur¢d in 
the United States during the 
last half century have been characterized 
by a comparatively small volume of steel 
and iron business and generally low 
prices for the products thereof. Such a 
condition accompanying an industrial de- 
pression has not, however, been typical 
of this country alone, but of all the iron 
and steel producing nations of the world. 
In fact, it is an interesting and curious 
happening that industrial crises seem to 
have been most severe where the produc- 
tion of iron has been relatively the 
greatest. 
Again, we find that in the reaction 
from business stagnation and quiescence 
the steel and iron industry appears to 


A LL the periods of industrial de- 


lead in the production of the so-called 
“industrial boom” or period of ultra- 
prosperity wherein business has a tend- 
ency to overreach itself, bringing about a 
condition of unsound inflation frequently 


productive of a severe panic. With sev- 
eral suggestions of this kind from past 
experience to work upon it would seem 
as if a careful study of the various vis- 
ible changes characterizing the move- 
ment of iron production and consump- 
tion as well as the changes in the price 
level should give some practical idea of 
the true basic underlying condition of 
the steel and iron industry itself and at 
the same time suggest the probable fu- 
ture trend of business at large. 

In the first place, it should be remem- 
bered that iron has for many years 
formed relatively the most important 
material required in the execution of all 
constructural undertakings. In every 
branch of industry and production the 
utility of this metal has stirpassed that 
of all others. Without it and in the 
large quantities in which it is now pro- 
duced the great works of today would 
be, so far as we know, impossible. Hence 
if we bear in mind the tremendous rel- 
ative importance that iron and steel hold 


in our modern industrial development it 
is not hard for us to realize how in- 
timately related all business must be to 
this one branch of industry. And having 
once been thoroughly impressed with 
such a point of view it is but a step to 
grasp the realization of what an impor- 
tant economic bearing the availability 
and price of this great necessity must 
have upon a country’s industrial prog- 
ress and prosperity. For this reason the 
remainder of my article will deal ex- 
clusively with the price of basic iron, the 
production and consumption thereof, and 
the economic interpretation of the 
changes in these factors. 

There have been six great movements 
of iron prices during the past fourteen 
years. Three have been upward and 
three downward. All have been changes 
of over one hundred per cent. Each has 
in turn vividly ‘portrayed the true exist- 
ing condition of business and each has 
suggested the logical outcome to follow. 
The first of these great swings occurred 
in 1899. It. followed three consecutive 
years of low prices, and reflected the 
beginning of a rapid increase of con- 
sumption over production. It showed, 
that the point had been reached where 
the demand for iron surpassed the coun- 
try’s capacity to produce it. It disclosed 
the fact that there were contracts in ex- 
istence, with the time of fulfilment the 
important consideration, requiring the 
immediate delivery of large quantities of 
iron—larger quantities, in fact, than 
there were in existence available for use 
or than could be produced in the specified 
time. Hence competitive buying by con- 
tractors to fulfil these time obligations 
occurred, with a violent skyrocketing of 
prices as the natural result. 

The salient point to obtain from this 
picture is the fact that for the time be- 
ing the entire industrial equilibrium is 
disturbed by this temporary unusual con- 
dition of the pig iron market. The 
duration of the abnormal price level 
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amounted (1899-1900) to approximately 
six months. And during th‘s period new 
construction work of magnitude requir- 
ing large quantities of pig iron for im- 
mediate use practically ceased, explained 


naturally by the prohibitive prices pre- 
vailing. And now let us see with what 
result. 

Under the stimulus of high prices the 
production of pig iron goes on by leaps 
and bounds until all contractors have 


satisfied their immediate needs. Then 
the competitive buying ceases as abruptly 
as it began, and with little new construc- 
tion work going on the price of pig iron 
tumbles back again as rapidly as it had 
previously risen. Production not being 
able to immediately adjust itself to the 
sudden falling off in consumption, a sur- 
plus of stocks piles up which adds to 
the price demoralization of the already 
congested iron market. As the wages of 
labor and the prices of commodities in 
general increase greatly during the 
“boom” period the relative cost of pro- 
duction is very high and the profit at 
the existing price level small if not prac- 
tically nil. 

The next thing to occur is for produc- 
tion to be contracted as rapidly and vig- 
orously as the laying off of men and the 
closing of furnaces will permit. The 
contraction here and there throwing out 
of employment thousands of men sets in 
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motion an industrial reaction which gath- 
ers momentum as it goes on, spreads to 
all branches of the industrial field and 
finally plunges the whole country into a 
period of acute depression, a depres- 
sion requiring many months and fre- 
quently years of business stagnation be- 
fore the normal industrial equilibrium is 
again restored. 

I have given a typical picture of what 
may be called a cycle of variation in the 
price of pig iron. I have shown the 
causes underlying this movement and 
portrayed the results and characteristics 
of each stage. The conditions as de- 
scribed occurred in 1899-1900 and were 
followed in the last half of the latter 
year by a period of acute depression. 
Toward the middle of 1902 consumption 
again crossed production. The prices of 
pig iron advanced wildly, remained 
around the high levels approximately 
eight months, and then collapsed. New 
construction work had been substantially 
checked and the depression which fol- 
lowed lasted over a year. During 1906- 
1907 the process was similarly repeated 
with a like result. 

In detail this eight year period which 
is graphically portrayed on the accom- 
panying chart contains some well de- 
fined characteristics which are worthy of 
commeyt. For example it will be no- 
ticed that the culmination of each up- 
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ward movement in the pig iron market 
has taken place at a price of $25 a ton 
or higher, and has followed a quick u 
ward movement amounting to at least 

a ton within a period of six months or 
less. No advance similar to the sharp 
movements in 1899, 1902 and 1906 has 
since occurred. The four years follow- 
ing the severe times of 1908 represented 
a slow halting recovery from the crisis 
of that period. There has at no time 
been a scarcity of iron, nor could general 
business conditions have been called de- 
pressed, rather were they only dull com- 
paratively. Not until the recent re- 
vival of the current year has there been 
any necessity of questioning the ability 
of the country’s productive capacity to 
meet the future demand. 

The time has come, however, when 
the situation is becoming more and more 
acute. Orders of but a few months are 
already congesting the mills. Immediate 
delivery is steadily becoming more diffi- 
cult to obtain. Prices have been rising 
rapidly and continuously. The great 
question is no longer—how to get 
orders—but how to get orders executed. 
Is a great rise in the price of pig iron to 


again occur? Are -the plans for large 
constructural undertakings once more to 
be throttled in the making? Is the rush 
of a pent-up prosperity to stifle good 
times in their infancy? Is the deluge 
of a returning confidence to flood the 
country with its own abundance only to 
drown it in the fulfilment of its fondest 
desires? 

These are the questions of pertinent 
importance to ask at the present time. 
These are the questions which if answered 
will unfold the industrial story of 1913. 
Will repetitional history prove faithful 
to its customs this time? If it does, and 
indications point strongly that way, we 
are now in the early stages of an up- 
ward movement in the price of iron such 
as has not been witnessed since 1907, and 
while the culmination is hardly likely to 
be’ reached until six or seven dollars per 
ton have been added to the existing level 
and the duration of the rise has covered 
a period of approximately six months or 
less, yet the situation is a critical one and 
may at any time be productive of devel- 
opments serious in import to our indus- 
trial and financial future. 
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title, which first appeared as a series 
has at- 
attention. 
Readers in general seem to recognize the fact 
that it contains a vast fund of stock market 


M SELDEN’S book, under the above 


of articles in this magazine, 
tracted much favorable 


experience and observation condensed into 
brief space and brought home to the student in 
such a way as to be of practical value. 

Newspaper end periodical comment on the 
book has m more extended than would nat- 
urally be expected, in view of the compara- 
tively small class of general readers to whom 
financial books appeal. 

The Sun thinks that “everyone interested in 
the stock market will enjoy these bright es- 
says,” but expresses the opinion that “like all 
good advice, we doubt whether it is likely to 
be followed in actual practice.” Doubtless 
this will be true to some extent, yet from the 
letters we receive we judge that most readers 
get practical benefit from a thoughtful reading 
of the book. 

The Times comments on the value of the 
book in interpreting “changes in the public 
mind, not due to alteration in basic factors.” 


The Boston Herald reprinted selections 
from the book on its editorial page. The St. 
Louis Post-Dispatch thinks it is a “refreshing 
preachment” and speaks of its “scientific 
value.” Moody's Magazine mentions Mr. Sel- 
den’s “long experience and unusual skill” in 
explaining the intricacies of the stock market, 
and considers the practical conclusions drawn 
to be “of benefit to all interested in security 
markets.” Investments, The Financial Age, 
Publisher's Weekly, and many other publica- 
tions comment in similar terms. 

We have received a number of inquiries as 
to any other books written by Mr. Selden. 
His best work is to be found’in the back num- 
bers of this magazine, of which he has been 
associate editor since 1909. “Investing for 
Profit,” a series now running, will be repub- 
lished in book form. “What Makes the Mar- 
ket?” appearing during 1910-1911, attracted 
much attention. Mr. Selden was on the edi- 
torial board of the Census of 1900, and is an 
expert statistician. He is also the author of 
various magazine articles in other publications, 
has been lecturer at the Finance Forum, etc. 











The Stock Market Cycle 


By JAMES H. BROOKMIRE 








CYCLE of trade embraces all 

A the oscillations in business 
conditions from the time a 
period of prosperity is initiated until a 
succeeding period of depression is ended. 

The periodicity of crises and depres- 
sions has for a long time been very gen- 
erally recognized. By most economists 
these trade cycles are assigned a dura- 
tion of from ten to twelve years. Ac- 
cording to Mr. John Mills, the course of 
a Trade Cycle is as follows: After each 
panic or crisis, the first three years will 
witness diminished trade, lack of em- 
ployment, falling prices, a lowering of 
interest, and a very considerable distress. 
Then will follow three years of active 
trade, slowly rising prices, fair employ- 
ment, and improving credit. Then will 
come three years of unduly excited trade, 
in which speculation will be rife, prices 
will rise rapidly, and an unusual number 
of new enterprises will be begun. The 
tenth year will be one of crisis, followed 
by a period of depression. 

These three successive stages or sea- 
sons between each pamjic period, each of 
three years duration, are styled by Mr. 
Mills as the Post Panic Period, the 
Middle or Revival Period, and the 
Speculative Period, respectively. 

In spite of ridicule, and somewhat un- 
satisfactory explanations, the fact re- 
mains that in progressive countries the 
existence of a tendency to periodicity of 
crises, with the regular recurrence of a 
series of events as just described, is as 
well established as any tendency in the 
history of industry and trade. 

And since the prices of securities re- 
flect at all times the condition of trade 
activity, as shown by earnings, if it be 
true that there are well defined cycles of 
trade, there should also exist equally dis- 
tinct Cycles of the Stock Market. 

If we attempt to analyze the stock 
market, pursuing the theory of cycles, 
there will be found, from a chart ex- 
hibiting the prices paid from day to day 
on the New York Stock Exchange for 


standard securities since 1885, a series 
of remarkable fluctuations or swings up 
and down, which are characterized by 
almost identical tendencies at regular 
intervals. 

Of these major swings, or Market 
Cycles, eight, including the one now in 
progress, have occurred since 1885, and 
each of them has been characterized by 
four similar minor movements or tend- 
encies, to wit: (1) an Upward Move- 
ment, (2) a High Level, (3) a Decline 
and (4) a Low Level. 

It would. be a fatal mistake to fix a 
definite duration for the successive 
events of the cycle, or to fail to suffi- 
ciently recognize exceptional conditions 
of time, place, and social or economic 
development. 

Much depends upon the degree and 
rapidity of industrial advancement and 
expansion of credit, the maintenance of 
social order, the presence or absence of 
sudden changes in fiscal policy, physical 
conditions such as failure or abundance 
of crops, and upon the occurrence of 
business failures or other events which 
precipitate a crisis. 

Marked recovery or expansion in 
trade after a period of depression, is al- 
ways preceded by a rise in security 
prices, but never occurs except as a result 
of the combined influence of a favorable 
condition in Crops, Money and Politics, 
while, regardless of other factors, Over- 
Expansion of Credits and Political Un- 
certainty, occurring singly or simul- 
taneously, have been the direct cause of 
practically all stock market panics and 
trade reactions. 

These latter two factors are also 
largely responsible for determining what 
heretofore has been a four year limit to 
the Stock Market Cycle. For the ap- 
proach of a presidential election every 
four years has always inspired a feeling 
of caution, and even in such a period as 
1899-1900, when other conditions all 
justified some further expansion of trade 
and rise in the prices of stocks, the un- 
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certainty in politics caused a reaction in 
both business and the prices of securi- 
ties. On the other hand, when all 
fundamental conditions are favorable to 
business expansion, the development is 
so rapid, owing to the abundant natural 
resources Of the country and the great 
energy of the American people in de- 
veloping them, that within three years 
from the beginning of a period of pros- 
perity there generally. exists a state of 
over-expansion of credits that makes 
liquidation of securities necessary. 

Each of the Four Periods of the Mar- 
ket Cycle has its distinct characteristics, 
and the degree of success in speculation 
depends entirely upon one’s ability to 
recognize the changes in the character of 
fundamental conditions, in order to fix 
the period of the cycle. This success- 
fully done, trading, of course with ample 
margins to take care of ordinary fluctua- 
tions or accidental developments, be- 
comes a comparatively easy proposition. 

There are times when through politi- 
cal uncertainty there are so many cross 
currents that the result is not clearly 
indicated. 

In the fall of 1909 just such a situa- 
tion developed and continued well into 
the year 1911. Under such conditions 
of uncertainty, it is a desirable thing to 
let stocks alone, and not to try to make 
money ; for it is only a question of time 
when conditions will adjust themselves 
favorably, and then there is no question 
whatever as to the successful outcome 
of speculation for the rise. Instances of 
such a situation can be found in the 
summers of 1900, 1904 and 1908. It 
was also clearly indicated by conditions 
that we were facing a period of drastic 
liquidation in stocks in the fall of 1902 
and 1906. These are the times one can 
act with confidence. The greatest fault 
with speculators is that they do not have 
the patience to wait for favorable oppor- 
tunities, but through an uncontrollable 
desire to make money by forcing things. 
pursue a course which is more than 
likely to result in disaster. 

In order to better understand just 
where we are in the present cycle, let us 
go back and study the events leading up 
to the present time. 

The stock market cycles which had 
their beginning in 1900 and 1904 are the 


most perfect examples of the periodicity 
theory we can find, the period 1904 to 
1908 being almost identical with the 
previous one beginning in 1900, only in 
an exaggerated degree. 

In the summer of 1908 after the nom- 
ination of Mr. Taft, the three prime fac- 
tors of crops, money and politics seemed 
unusually favorable, and it was perfectly 
safe to assume that we were entering 
upon the first period of a new cycle of 
rising prices and trade expansion. 

The cycle progressed in a normal way, 
beginning by an advance in the average 
price of twenty rails (Wall Street Jour- 
nal figures) from 100 in May to 134 in 
August, 1909. 

Owing to political uncertainty, consist- 
ing largely in trust prosecutions and the 
attitude of the Commerce Commission 
toward the railroads, this favorable situ- 
ation was turned from its natural course, 
and the second period, that of a high 
level, instead of continuing through 1910 
and into 1911, was brought to a sudden 
check in the fall of 1909 and was fol- 
lowed in January, 1910, by the beginning 
of the third period, that of liquidation in 
securities. This liquidation was quite 
different from that of 1903 and 1907, in 
that it was voluntary, for liquidation in 
the other two years was compulsory, 
owing to the over-extension of banking 
credit. Consequently prices were only 
allowed to recede to a level at which they 
were considered safe, one result being to 
ease banking conditions, so that 1911 
was a year of very abundant reserves 
and low interest rates, while had nothing 
interfered with trade expansion, 1911 
might, and most assuredly would, have 
seen over-extension of credits followed 
by drastic liquidation. 

The year 1911, therefore, may be con- 
sidered the fourth, or low level period, 
of the stock market cycle which began in 
1908, although for the above mentioned 
reasons the level was not as low as in 
1903 and 1907. Moreover, the second 
and third periods, those of a high level 
and decline respectively, were wnusu- 
ally short owing to the fact that political 
uncertainty curtailed the former (in 
January, 1910) and the decline was not 
drastic, ending in August, 1910. After 
that time business went through an un- 
usually long period of readjustment, 
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which did not end until the summer of 
1912, and during all this time the stock 
market fluctuated within comparatively 
narrow limits, being easily subject to 
manipulation in response to the varying 
changes in the forces affecting it. 

The all important questions now are, 
When did we start on a new stock mar- 
ket cycle? In what period are we at 
present? And what is likely to be the 
future trend of prices? 

There is little room for doubt that the 
present cycle had its beginning in the 
past summer and that we are approach- 
ing the end of the First Period. 

It must be realized and constantly born 
in mind that the present stock market 
cycle had its beginning under unusual 
conditions and therefore promises to be 
abnormal in many particilars. For in- 
stance, in contrast with the price levels 
at the beginning of the two previous 
cycles, namely, about 97 for twenty rails 
and 50 for twelve industrials (as was 
the case in 1904), we started this time 
from a level of 118 for rails and 88 for 
industrials. 


In place of surplus reserves of about 
$55,000,000 in 1904, we had hardly 


$15,000,000 in 1912. The same un- 
favorable comparison appears in con- 
sidering interest rates, commodity prices, 
domestic politics and foreign conditions. 

From such a start it would be unrea- 
sonable to think that we have in prospect 
an advance in security prices corre- 
sponding to that enjoyed in the first and 
second periods of the two preceding 
cycles. 

The situation most nearly analogous 
to the present is found in the year 1905. 
which was already in the period of high 
levels, with prosperity well under way. 
Nevertheless the stock market scored a 
considerable advance during 1905 and 
maintained a high price level for the en- 
tire year of 1906, this being one of the 
most remarkable bull movements in mar- 
ket history, for in December, 1905, call 
money reached 125 per cent., yet a high 
level of prices was maintained for a year 
thereafter. 

The second period, that of a High 
Level of Prices, which we are now ap- 
proaching, will continue until we reach 
the point where the combined influences 
of credits and politics are such that they 


83 


will overcome all the favorable factors. 

This period of high prices is seldom 
free from breaks of serious proportions, 
however, as at a high level, prices are 
susceptible to adverse influences. But 
on the other hand, one of the chief char- 
acteristics of the period is the Power of 
Recovery. 

Our political outlook is uncertain and 
holds out promises of many develop- 
ments which will have an adverse influ- 
ence on prices, although the foreign 
situation has the greatest possibilities in 
this direction at present (November 9). 
The summer of 1911 shows what effect 
heavy liquidation by Europe can have 
upon our market, and this under very 
favorable money conditions. 

With the three principal markets in 
Europe, namely, London, Paris, and 
Berlin, all at the tail-end of an over- 
speculation in securities, and with the 
peace of Europe threatened, the possi- 
bility of foreign liquidation is a constant 
menace to our market, and until this is 
changed it cannot be expected that prices 
will rise to a level justified by our own 
economic position. 

The bulwark of strength in our pres- 
ent situation is to be found in the fact 
that business conditions are in a most 
wholesome state. 

After over two years of a hand-to- 
mouth policy we find no surplus mer- 
chandise of any kind, and over-specula- 
tion of any sort has been entirely 
lacking. On top of this comes the 
harvesting of the largest and most 
valuable crops in the history of the coun- 
try, with a foreign demand sufficient to 
insure a market for any surplus we may 
have to dispose of. This is just the 
right combination to give business a 
healthy stimulus, and this has already 
been and will continue to be reflected in 
the prices of securities, insuring a fairly 
high level of, if not advancing, 
prices. 

How long the second period of the 
present cycle will continue will depend, 
first, upon the prospects and realization 
of the crops in 1913; and, second, upon 
show wisely the very important problems 
which now confront the nation—tariff 
and monetary legislation, and the trust 
question—are handled by Mr. Wilson 
and the new administration. 
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The readjusting of a tariff schedule 
without bringing about a substantial 
check to business is not an easy task, but 
Mr. Wilson is certainly familiar with the 
unpleasant consequences resulting in 
previous cases and he assures the busi- 
ness world that “his purpose is now to 
bring all the free forces of the nation 
into active and intelligent cooperation, 
and to give our prosperity a freshness 
and spirit and a confidence such 4s it has 
not had in our time.” If the hopes of 
Mr. Wilson are justified in the acts of 
Congress next year, and with the quali- 


fications of a continuation of good crops 
and no serious difficulties in Europe, we 
should look forward to a continuation of 
the second period of the market cycle, 
with a high price level and good busi- 
ness through 1913 and well into 1914. 
It is hardly likely that under existing 
conditions we will develop anything like 
an unhealthy boom in trade or specula- 
tion in securities which would result in 
an: over-extension of credits, but over- 
extended credits, and tariff, trust, and 
monetary legislation are the chief obsta- 
cles to a prolonged second period. 








Attorney General Wickersham on the Dissolution of American 
Tobaeco and Standard Oil Companies 








HE nrst tangible result of these dissolu- 
tion suits is the fact that no new com- 
binations have been formed during the last 
four years. The prices of raw materials have 
been distinctly affected by the dissolution, 
and both tobacco leaf and crude oil sell at 
much higher prices since the unification of 
substantially all the buyers has been remov- 
ed than those which previously prevailed. 

There has been some advance in the price 
of a few products of petroleum, such as 
gasoline, due to the enormous increase in 
demand for the refined article and the in- 
crease in the price of crude oil. There has 
been no increase in the price of tobacco 
products, but there is an enormously in- 
creased competition in pushing the sale of 
different brands of tobacco by means of ex- 
tensive advertising. 

Yet a permanent solution of the question 
demands a consideration by the National 
Government of the organization and powers 
of the corporations which are to engage in 
inter-State commerce. 

It is hardly to be expected that a Demo- 
cratic Congress will enact a Nafional incor- 
poration law, but it may pass such a bill 
as that which was prepared by Mr. Robert 
R. Reed and introduced in the last Congress 


by Senator John Sharp Williams, requiring 
every State corporation as a condition to 
engaging in inter-State commerce to con- 
form its organization to certain require- 
ments. This would secure additional safe- 
guards against unfair competition and mo- 
nopolistic growth, and if carefully framed, 
would go far toward the solution of the 
vexed problem of squaring reasonable busi- 
ness requirements with sound governmental 
policy. 

This is preferable to what I consider the 
last resort—control by a commission. It 
may be necessary to resort to that, but I 
hope it won’t be for a long time. 

I do believe that we have succeeded in 
accomplishing some real things. I do be- 
lieve that the Sherman law is a great in- 
strument for the protection of the American 
people. I should be sorry to see that statute 
impaired or its effect diminished. If the De- 
partment of Justice maintains supervision 
over these great companies which have been 
affected by the decrees, I believe it will be 
shown that they are of lasting benefit and 
that we have thrown off an incubus which 


‘threatened to strangle the economic life of 


the American people.—Speech at Finance 
Forum. 











What an Investor Ought to Know 


IX—The Make-Up and Significance of the Income Account 
* By FREDERICK LOWNHAUPT 











[Under the above caption it is intended to present a series of articles treating 
many of the fundamental facts that are either never learned by many investors or 
apparently overlooked in the purchase of investments. Discriminating selection is no 
easy matter. Without a knowledge of the basic principles underlying the science of 
investment rational selection is impossible. The aim of these articles will be to give 
many facts in readable form—facts which in themselves are technical, but which, co- 


ordinated, explained and 
and easily understood. 


laced in proper relation to each other, are both interesting 
e subject discussed in the November issue was “The Gen- 


eral Structure of a Corporation’s Annual Statement.” 


N the previous chapter it was ex- 

plained that the general structure of 

a corporation report called for a 

separate presentation of the results of 

operation for the period under considera- 

tion, usually a year, in the form of an 
Income Account. 

From the title of the account it would 
appear obvious that it intends to show the 
income of the company over the period 
mentioned. It should be understood by 
the layman, however, that income in this 
sense does not always mean cash money 
actually taken into the treasury of the 
concern. Just to clear away a misappre- 
hension of quite a few investors who 
labor under the impression that when a 
company income account shows an 
amount of so many dollars as the gross 
income, it indicates that that amount of 
money was actually received, it may be 
said that this is true in a bookkeeping 
sense only. It does not mean that this 
income is in the form of cash. 

Every corporation, especially an indus- 
trial concern, always has more or less 
notes given by buyers of its product, 
these notes being known as Bills Re- 
ceivable. Their amount would appear in 


the gross income, but, of course, the 
company would not get the actual cash 
until various later dates. If these bills 
are thoroughly good, a considerable part 
of them is almost equal to cash, because 
cash could be realized on them if 
necessary. 

The near approach to a strictly cash 
basis is to be found in the railroad busi- 
ness. The railroads get cash almost 
entirely for their services, so that their 
income accounts come ideally near to be- 
ing what might be said to be a cash 
account. 

Now it will be interesting to the aver- 
age investor to know just how the income 
account of a railroad is made up. In the 
first place, there is a division made in the 
account between what is called revenue 
and what is considered as income. 
Practically they amount to the same 
thing, for income is the broad term that 
includes everything. But for the pur- 
poses of distinction between items the 
Interstate Commission has called certain 
incoming receipts revenue. and othe:s 
income. The revenue is the receipts 
from operations of the road. The income 
is the receipts from passive operations of 
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the road. That is to say, the revenue 
comes from running the trains and from 
outside operations, as they are called, 
such as station restaurants and the like. 

We therefore see that even revenue is 
divided for convenience into a number of 
items so that it is possible to know just 
what each operation of the road is re- 
turning to the treasury. It is easy to see 
that freight revenue is a single item, 
while passenger train revenue is the re- 
sult of carrying people, mail and express 
matter and various other things. Each 
one of these is, of course, set forth. The 
average investor may not pay much at- 
tention to these various items, but the 
careful investor does. He takes a good 
look at them all to see just what propor- 
tion each one produces of the total 
receipts of the road. The income which 
we have said is receipts from passive op- 
erations of the road, is generally derived 
from dividends and interest on securities 
owned, from money loaned, from rentals 
to others, and from hiring out equipment. 

It will be seen, therefore, that the 
actual items on the side of receipts are 
divided into two general groups and 
these in turn are made up of about eight 
other subsidiary items. 

There is, of course, another side to 
the income account. On this side, which 
is that of expenditures, there is quite as 
much opportunity for study as on that of 
the receipts. A critical study of the re- 
ceipts gives a fair idea of how the rail- 
road fares in the matter of its resources, 
while the same study of the expenditures 
reveals how well the road is managed 
and what the physical condition of the 
property is. 

There are many items that enter into 
the expenditures. In a general way there 
are five large items that enter into what 
is known as the expense of the road. 
The total of these five items, however, is 
not the only deduction from the Income 
Account. The five large items, which 
are largely self explanatory, are the costs 
of maintaining the way and structures, 
the equipment, a comparatively small 
item which is called traffic expense 
(which means expense of getting freight 
traffic), the conduct of transportation, 
which means the pay of the men who 
operate the trains, yards, stations, etc., 
and finally the general expenses, which 


includes the cost of running the offices, 
the pay of the officers, insurance, etc. 

The crux of the railroad question is in 
the proper relationship between all these 
items and their combined relationship to 
the receipts of the road. There may be 
a comparison made between the total re- 
ceipts of the road and the total expendi- 
tures. of operation, which are those just 
enumerated, with interesting results. 
The better ratio on which one may judge 
the efficiency of the operation of the road 
is to be obtained by putting the operating 
expenses against the operating receipts. 
It would be possible for a road to be get- 
ting handsome returns from other 
sources than operations, say from securi- 
ties owned, while operating efficiency 
might be going down. Yet the ratio of 
total expenses to total receipts would be 
fair. 

Now after all these expenses are set 
off against all the receipts we get what 
is called Net Operating Revenue. There 
is still one item, a very important item 
indeed, that we have seemingly over- 
looked. That is the matter of taxes. 
This is really one of the expense items, 
but for obvious reasons it is shown in 
this distinct fashion. Now we must take 
from the Net Operating Revenue this 
item of taxes and the remainder is called 
Net Operating Income. 

We now have an item similar in name 
to the item known as Other Income, al- 
ready explained. It is the combination 
of these two that gives us another figure 
which might be considered as the final re- 
sult of operations. That is, it is the Total 
Net Income from all sources. 

This item of Total Net Income from 
all sources is the one which gets perhaps 
as critical a scrutiny as any other item in 
the entire tabulation. For it is against 
this item we have to place the item known 
as Charges, which means largely the in- 
terest on funded debt. It will be readily 
appreciated that this item of charges is 
rather rigid. Charges, of course, include 
some other outlays which are variable, as 
they are made up of both fixed and cur- 
rent charges, the former being the inter- 
est on funded debt, certain rentals, sink- 
ing funds, etc., the current charges being 
the money paid out for the hire of equip- 
ment from other roads. 

Now the Income Account has been 
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brought down to the surplus that is the 
final profits of the year’s work. It is 
against this surplus that dividends are 
paid and it is out of this that improve- 
ments, additions and betterments that 
cannot be said to be a part of mainte- 
nance are made. Then after all these de- 
ductions are made from surplus the re- 
mainder, being the final surplus, goes 
into the Profit and Loss account. But 
this is a bookkeeping matter and does 
not concern us in the study of the Income 
Account. 

A working familiarity may be had 
with the railroad income account within 
a comparatively short time. It requires 
but a little study to grasp its details. The 
fundamentals such as outlined may be 
learned readily by the investor of 
average education. They ought to be 
learned, along with the proper ratios be- 
tween various items and proper com- 
parisons to be made, if one is to follow 
the trend of the business of the railroads 
of the country generally or of any one 
particular system. 

The simplicity of the income account 
of the railroad company should be found 
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in the income account of the industrial 
corporation. But it is not. For one rea- 
son or another the accountants making 
up industrial reports choose to boil down 
the income statement to the last possible 
degree. As a matter of fact, in many 
reports the direct statement of the result 
of operations in the form of an income 
account is avoided entirely and the item 
of net profits is jumped right into the 
Profit and Loss Account, from which ac- 
count certain deductions are made, leav- 
ing what is called a final Profit and Loss 
surplus and that item being the amount 
which is shown as surplus in the Balance 
Sheet. 

There are so many variations in the 
way industrial and miscellaneous cor- 
porations seek to avoid giving clean-cut 
and illuminating income account that a 
fuller discussion of them will be taken . 
up in the next issue. The railroad in- 
come account when laid out as above 
described is the very acme of simplicity. 
The majority of industrial income pres- 
entations are notable for what they leave 
untold. 

(To be continued.) 








Bond Market Topics 








Politics and the Security Markets. 

Ante-election indications were there would 
be no upheaval in the security markets in 
the immediate future. Post election condi- 
tions showed that such a quietude as existed 
until November 5 was nothing less than the 
precursor of a storm, for immediately after 
election the stock market broke loose and 
away went prices. The decline and the 
feverish markets cannot of course be at- 
tributed entirely to the political conditions 
here—there was a definite influence exerted 
by the news from abroad. It is commonly 
believed that the stock market is one thing 
and the bond market is another, almost 
apart from the former. This is a mistake. 
Few people realize the sentimental effect 
that a crashing stock market has upon bond 
buying. Not only does a very bad stock 
market tear down bond prices somewhat— 
that is, the prices of bonds traded in on 
the board—but it spreads its evil influence 
over a great number of the bond buying 
public. A long decline in the stock market 
is a most discouraging factor. There are 


many people who buy bonds who also have 
moderate stock commitments. It is easy 
to understand why these people should be 
affected. There is still another class that 
keeps in touch with the movements of the 
financial markets without holding stocks. 
This class regards the stock market as a 
barometer. Falling prices create a marked 
influence on this class. Instinctively almost 
their purse strings are closed against pur- 
chases of any kind until the stock market 
rights itself again and there are indications 
that conditions are becoming better. The 
bond men during a bad stock market are 
between the upper and nether millstone. 
They are in a position to benefit from the 
fright that drives people from stocks into 
bonds and yet they find people unwilling to 
part with their money. 


Higher Money and Bond Buying. 

The prediction has been made that before 
the end of the year the markets will see 
25 per cent. call money. Of itself that is no 
indication that the monetary situation is 
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really bad for there are very short periods 
every once in a while when some abnormal 
demand upon the banks creates what might 
be une a “peak load” of demand so 
that the indicator registers high. The bond 
men who believe that there will be very 
much higher prices for money shortly are 
wondering whether it will have a marked 
effect on security buying. Fluctuations in 
the money market do not immediately work 
out their effects in the bond buying by in- 
dividual investors. It is in the operations 
._ of institutions that the money market 
changes work .out their earlier effects. In 
periods of easy money the institutions are 
among the first to pick up bonds—the in- 
come from these bonds is better than money 
market returns. In periods of tight money 
the institutions are among the first to throw 
over bonds, for money is better than securi- 
ties then. If the predictions of very high 
money rates shortly should be fulfilled there 
ought to be some bargains in very high 
grade bonds for none of these securities 
can possibly show such returns as institu- 
tions can get for a while in the open money 
market. The alert and wide-awake bond 
trader is expecting to meet some very favor- 
able opportunities under these conditions. 


New York State’s Big Bond Issue. 

Bond men were interested early this 
month in the vote on the new bond issue of 
$50,000,000 for the State of New York. The 
latest returns show that the question was 
answered in the affirmative by the voters. 
Fifty millions of bonds is always a great 
issue and creates some cross currents in 
the security markets if the entire amount is 
offered at one time. The market for New 
York State bonds has for some time been 
an institutional market inasmuch as these 
State bonds may be used in various ways 
to exempt institutions within the State from 
some taxation. If fifty millions of new 
State bonds were put upon the market at 
any one time there would be a rather poor 
market in this security for some time. As it 
is, however, this large amount would not 
be brought out ‘at one time. The bonds will 
probably be issued as the work for which 
they are intended progresses. Of course, it 
is intended to conduct the work in various 
peste of the State, but withal there is no 

kelihood that the full $50,000,000 bonds will 
be issued in the near future. If such a 
problem stood before the bond market it 
would awaken feelings among the bond fra- 
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ternity similar to those of the syndicate that 
took practically the whole of one of the State 
issues that came out within the past three 
years and which was held for months and 
months before the last bond was finally sold. 
Bond men discussed the new State issue, but 
with no apprehension of its effect. 


Short Term Notes—Is Their Season Over? 

Bond men want to know if the fashion of 
short term notes has passed for a time. - For 
banking houses the issue and reissue of 
these securities is the source of profitable 
operations. Bond men who work among 
individual investors have mixed feelings 
about this type of security. Vast blocks of 
these securities are sold directly to in- 
stitutions on a narrow margin of profits. 
lf institutions insist upon the yield that 
short term notes give this doubtless will 
creat a market condition chronic in char- 
acter. The result will be notes and more of 
them. If the larger public can be weaned 
or driven away from the high yield of pre- 
ferred stocks and be brought back to lower 
yield bonds the chances favor the bond 
market as against the note revival. The 
question that runs in the minds of many 
bond men is whether the fashion of short 
term notes “with their early maturity and 
attractive yield has not become set so firmly 
that more than a normal amount of this 
class of security among the general output 
will be the rule hereafter. 


Refunding of Securities. 

Just now, as in every year, one of the 
paramount questions of the financial 
markets is in regard to the method and 
amount of refunding that is to take place 
over the following months. It is a matter 
of especial interest to both the corporations 
who have to keep an eye open for any ad- 
vantages to be derived from conditions from 
time to time and also to the bankers whose 
concern is to diagnose the investment 
market correctly so that new securities suit- 
able to the demand may be issued. A rough 
estimate of the maturities to be provided 
for in 1913 comes close to $300,000,000. A 
considerable part of this consists of short 
term notes put out in 1909 and 1910. Many 
of these corporations are now scanning the 
horizon for the faintest sign of a good bond 
market wherein they may get away from 
the expensive short term financing with its 
high cost both in interest and banking 
commissions. 
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ment of any concern whose securi- 

ties you are offered. Don’t be satis- 
fied with one nearly a year old. The house 
offering the securities usually has the 
late figures. The investor has a right to 
them. 


em upon a recent income state- 


Don’t buy heavily into the securities 
of a small railroad dependent upon some 
natural resource which is likely to be ex- 
hausted in a few years. Some glaring 
examples of long-term bonds of this 
character are now worrying their 
holde.s. 


If you hold a wide list of securities 
send the list to your banker once a year 
asking for suggestions as to which should 
be eliminated, which should be held and 
which might be exchanged for other 
securities to advantage. 


Do not always buy the full quantity of 
securities you desire the moment they are 
offered. Wait a while for the balance 
of your requirements. You may got it 
cheaper. Instances are numerous over 
the last few months of bonds being pur- 
chasable considerably lower than prices 
at which they were first offered after a 
few weeks’ time. 


Write your banker every six months 
for a brief resumé of conditions in the 
properties of whose securities you are a 
holder. He should be in touch with their 
affairs and if so should give you this 
information. 


Keep a small envelope for newspaper 
clippings on the properties in which you 
are interested. There are many small 
items appearing which are easily forgot- 
ten. An informal file like this is an 
excellent thing to refresh one’s memory. 








The Tariff and the Bond Market 





nounced his determination to call an 


extra session of Congress to revise the 
tariff, investors are beginning to ask what ef- 
fect this will be likely to have on the bond 
market. 

Will it increase the depression that now 
exists in the prices of high-grade bonds, or 
will it result in a diversion of funds from the 
stocks of companies which may suffer from 
tariff reduction, a part of such funds finding 
its way into the highest grade bonds on which 
interest requirements are so strongly in- 
trenched as to be beyond the reach of any 
possible tariff influences? 

The depression in high-grade bonds is of 
course due to rising rates of interest, which 
in turn result from the great demand for capi- 
tal all over the world. If the reduction in the 
tariff does not check business activity, then 
the tariff situation would have no special bear- 
ing on the bond market, which would continue 
to be responsive to other influences. 

If, however, the imminence of tariff changes 
should cause a slowing down of business, this 
would naturally release a considerable quan- 
tity of funds which are now employed in gen- 
eral business; and if lower prices for stocks 


N° that President-elect Wilson has an- 


should also result, a further supply of funds 
would be available because of the smaller 
amount of money required to carry the stocks 
at lower prices. 

In this event it would seem that the bond 
market might benefit. Since the price of the 
highest grade bonds depends almost entirely 
on the money market, any pronounced easing 
of the demand for capital would help the 
prices of such bonds. And this release of capi- 
tal might come from a lessening of business 
activity through prospective tariff changes. 

Idle money, from whatever cause, does not 
remain idle very long. If not required by 
business men direct, it flows into the security 
markets. And if investors hesitate to buy 
stocks because of doubtful business conditions, 
they soon turn to that class of bonds on which 
the interest return, though relatively small, is 
absolutely secure. 

It has been so long since high-grade bonds 
showed any real signs of life that bond houses 
are scanning the horizon rather eagerly for 
the dawn of a better demand. The old saying 
1s that “there is no great loss without some 
small gain.” If tariff changes should: disturb 
business, the bond market might get a part of 
the money thus released. 








The Bond Buyer’s Guide 








N the following table are arranged in order of yield the principal active issues of bonds 
listed on the New York Stock Exchange, the income being figured at the latest avail- 
able selling price for lots of 20 bonds or more. They are divided into groups, accord- 

ing to the grade and character of the bonds. 


This table will appear monthly, and will prove invaluable to bond buyers, as well 
as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to be 
construed as a recommendation. Our object is merely to show the relative yield of differ- 
ent bonds of each of the several classes. 


(1) High Grade mortgage bonds, many of which are legal investments for New 
York State Savings Banks. 


Interest Price. 
Description. Due. Period. Nov. 15. Yield 


Chic., Rock Is. & Pa., ref. g. 4s Ap., 1934 A—O. 87% 4.97 
U. P., Ore. Short L., guar. ref. 4s.......... D.. 1929 J.—D. 9154 4.72 
B. & O., P. L. E. & W. Va. Sys. ref. 4s.... N., 1941 M.—N. 8914 4.68 
Erie Ist con. g. 4s. prior . 1996 J.—J. 86% 4.66 
Wisc. Cent., Sup. & Dul. Div. & Term, Ist 4s. My., 1936 M.—N. 905% 4.65 
Det. Riv, Tun., Det. Ter. Tun., 4%s........ r, 1961 M.—N. 98 4.60 
Atch., Top. & S. Fe, adj. g. 4s , 1995 Nov. 873% 4.57 
Kansas City So. Ist. g. 3%s Ap., 1950 A—O. 72 4.56 
B. & O. Southw. Div., Ist g. 3%s » 1925 J—J. 8934 4.55 
Ches. & Ohio, gen. g. 4%4s .. 1992 M.—S. 9014 4.52 
ee RS N., 1945 M.—N. 109 4.48 
Wisc. Central, 50-yr. Ist gen. 4s ., 1949 J—J. 92 4.44 
L. & N., ‘Atl. Knox & Cin. Div. 4s y., 1955 M.—N. 91% 4.44 
U. P. Ore. Ry & Nav. con. g. 4s.......... 1946 J.—D. 93% 441 
Chic. & N. W., Mil. Spar & N. W., Ist gu. 4s. 1947 M.—S. 93% 4.38 
Ches. & Ohio, Ist cons. g. 5s y., 1939 , ‘ 110 4.37 
Chic., Mil. & Puget Sd., Ist. gu. 4s . 1949 —J. 934 4.36 
Balt. & Ohio prior 3s - 1925 —J. 91% 4.34 
Sou. Pac. R. R. Ist ref. 4s ~» 1955 —J. 94 431 
Atl. Coast Line, Ist g. 4s ae —S. 95% 4.26 
Illinois Cen. Ist. ref 4s ww Anee —N. 95 4.25 
Northern Pac. gen. lien g. 3s................ » 2047 —F. 69 4.25 
ee a i MN MN a no ok wars s sawies crn te ., 1958 —S. 94% 4.24 
Gt. Northern Ist ref. 444s. Ser. A........... . 1961 —J. 100% 4.24 
Kansas City Term’! Ist 4s 1960 —yJ. 96% 4.18 
Louisville & Nashville, uni. g. 4s . 1940 —J. 97% 

Del. & Hudson, Ist & ref. 4s ., 1943 —N. 97% 

Reading Co., gen. g. 4s .» 1997 —J. 961% 

Balt. & Ohio, g. 4s ; 1948 ' ; 97% 

Chic. & N. West., gen. 4s 2. —N. 97% 

Cc. B. & Q., IIL, Div. 4s » 1949 —]J. 97% 





THE BOND BUYER’S GUIDE. 91 


Norfolk & West. Ry., Ist cons. g. 4s ., - 1996 A—O. . 97% 411 
Atch., Top. & S. Fe, gen. g. 4s » 1995 A—O. 9754 4.10 
Chic. Mil. & St. P., gen. g. 4s, Ser. A...... My., 1989 J.—J. 98 4.09 
Northern Pac. prior 1. g. 4s. Ja. 1997 Qu.—J. 98% 4.07 
N. Y. Cen. & H. R. g. 3%s Ji., 1997 J.—J. 8654 4.06 
Un. Pac., Ist R. R. & land gr. 4s.......... Ji, 1947 J.—J. 99% 4.02 


(2) Collateral trust bonds selling at prices relative to the great value of the un- 
derlying collateral. 


Chic., R. I. & Pac. R. R. 4s N., 2002 M.—N. 67% 5.86 
So. Pac. Co., g. 4s (Cent. Pac. coll.)...... Ag., 1949 J—D. 8334 4.99 
Gt. Nor., C. B. & Q. coll. tr. 4s Jl, 1921 J—J 0514 462 
Lake Shore, coll. g. 3%4s *, 1998 | pt + 783, 447 
Atlantic Coast Line, L. & N., coll. g. 4s...... . Bee M—N. 9234 441 
Sou. Pac. Co., Cent. Pac. Ist ref. gu. g. 4s.. Ag., 1949 i « 047% 4.28 


(3) Convertible bonds having no mortgage lien whose quotations are governed 
largely by the price changes of the stock into which they are convertible. 


Erie, 50-yr. conv. 4s Ser. B 1953 
Ches. & Ohio, conv. 4%s 1930 
Pennsylvania R. R. conv. g. 3%s............ 1915 
Erie, 50-yr. conv. 4s Ser. A 1953 
Del. & Hud., 10-yr. conv. deb. 4s Je, 1916 
Sou. Pac. Co., 20-yr. conv. 4s Je, 1929 
Atch., Top. & S. Fe., conv. 4s (issue 1910) .. ., 1960 
Union Pacific, 20-yr. conv. 4s ji, 1927 
Atch., Top. & S. Fe, 10-yr. conv. g. 5s...... » sou 


78 5.33 
92% 5.13 
96 4.95 
84% 4.85 
97% 4.66 
93% 4.54 
105% 3.76 
103 3.74 
107 3.46 


>> 
ahh 
Lyro 


S4Ound 


Norf. & West. Ry., 10-25-yr. com. 4s ” 1932 pas 116 2.94 


(4) Debenture bonds most all of which are selling on high level because of the good 
general credit of the respective companies. 


Chic, R. L. & Pac, 25-9r. deb. 5e.......... ji, 1932 ar 91% 5.71 
Chic., St. P., M. & O. deb. 5s Mh., 1930 —S. 102% 4.79 
Citc, Bil. & St. P. 2-yr. deb. 4c.......... Jl, 1934 J.—J. 90 4.74 
Lake Shore, deb. g. 4s ie 1931 M.—S. 92% 4.65 
Lake Shore, 25-yr. g. 4s . 1928 M.—N. 92% 4.60 
N. Y. Cen. & H. R. deb. g. 4s My., 1934 M.—N. 92 4.58 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 
fied as “business man’s” investments. Income yield is reasonably definite index of 


relative worth. 


St. L. & S. F. R. R., gen. 15-20-yr. 5s » 1927 M.—N. 
Seaboard Air Line, adj. 5s O., 1949 F—A. 
Wabash, Ist ref. & ext. g. 4s » 1956 —J. 
Can. So., Ist ext. 6s oe 

Denver & Rio. Gr., Ist & ref. 5s S 

Mo., Pac., Ist & ref. conv. 5s 

Chic. & Alton Ry. Ist lien 3%s 

ot. L. Es. Bi a Bi Gal. @ oak gf. 4s... . 25.255 

St. L. S. W. cons. g. 4s 

Mo., Kans. & Tex. gen. sink. fund 4% 

St. L. & S. F. R. R. ref. g. 4s 

Southern, devel. & gen. 4s, Ser. A 

Erie, Ist cons. gen. lien g. 4s 

Chic. Gt. Western Ist 4s 

Missouri Pac. Ist cons. g. 6s............... 

Colorado & Sou. ref. & ext. 4%4s 

West. Maryland, Ist g. 4s 

Southern Ist cons. g. 5s 

St. L. Ir. M. & So. gen. cons. g. 5s 

N. Y., W’ches. & B. Ist, Ser. 1, 4%4s 
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Electric Light Securities as an Investment 


By SCHUYLER R. SCHAFF, Consulting Engineer 








been successful can be assumed 

as having a good and sub- 
stantial reason for its existence. At 
the present time a great deal of activity 
in buying and selling public utilities as 
well as in their operation has brought 
them to the front and given them pub- 
licity greater than that gained by any 
other class of investment securities. 
This unusual popularity is due princi- 
pally to the safety and steadiness of in- 
come assured in this class of investments. 

Industrials, it should be remembered, 
have a fault which the average investor 
does not consider, in that their prosper- 
ity, which is nothing more nor less than 
their ability to sell their goods, is largely 
dependent on the personality and aggres- 
siveness of their chief executive. The 
earnings of industrials would be subject 
to great fluctuations during his absence 
either through death or long illness. 
An investor in placing his savings in the 
industrial list is always open to their 
possible decrease in value through a 
change in management. 

Public utilities are very little affected 
by this personal element as they deal in 
necessities of life such as light, heat and 
transportation. Electric light securities, 
as one of the public utility group, form a 
class of steady and sure investments. 
An electric light system when once in- 
stalled and in good running order can be 
counted on as being a paying investment 
steadily in the future. Any customer 
having lights once installed is practically 
part of an insurance of future earnings. 
In time of panic, to be sure, there may be 
a percentage of unpaid bills, but the cus- 


A\“ Y financial movement which has 


tomary resource of an electric light com- 
pany in cutting off light from irrespon- 
sible consumers is a guarantee that they 
will be paid soon in the future. 

No greater proof of the stability of 
their earnings can be given than the re- 
sult of shutting down a large electric 
light plant. It would be considered a 
public calamity and continued operation 
would be insisted on. In other words, 
an electric light system deals in a neces- 
sity whose customers insist on buying 
its product regardless of management 
or influences such as money market, 
panics, etc. 

Sometimes the statement is made that 
there is no room for two companies in 
the same city. This is not always true. 
In the city of Indianapolis, Ind., there 
are three companies. The Indianapolis 
Light & Heat Company is the largest 
with a total outstanding capitalization of 
$1,000,000 stock and $2,700,000 bonds. 
The Merchants Heat & Light Company 
and the Peoples Light & Heat Company 
are the two remaining ones. The city is 
divided in three sections and each com- 
pany has its own particular section. It 
must be remembered, however, that 
where there is competition, capitalization 
must be enough to cover a plant suffi- 
cient for that district only and not for 
the whole population. An investor go- 
ing into a competitive location must bear 
this in mind. In the case of Indian- 
apolis the whole population would be 
considered as 240,000, but no one com- 
pany should be estimated as covering 
that whole number of consumers. 

Another point to be remembered is 
that electric light companies in the South 
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can not be as large in proportion to the 
population as those in the North. Col- 
ored people can not be expected to be 
consumers and should be classed as so 
much statistical dead weight. 

When investing in electric light se- 
curities it is best to find out whether the 
utility in question will be located in a 
natural gas district. If such is the case 
it is better to look for other investments 
unless there may be some agreement 
where the electric company does all 
lighting and the gas people all the heat- 
ing. In point of economy electricity 
can not compete with natural gas. It is 
a better illuminant to be sure, but would 
be rejected in favor of the cheaper light 
by the average customer. 

Some idea of earning capacity would 
be pertinent in a discussion of this kind. 
The briefest way to obtain a figure ap- 
proximating the results to be obtained 
from a well operated plant is to obtain 
the earning capacity per capita of popu- 
lation served. It must be borne in mind, 
however, that a great many plants, in 
fact the majority of them, do not do an 
electric lighting and power business 
alone. Instead, that majority may con- 
trol and operate the gas interests in the 
same community and can then be con- 
sidered as giving the total light, heat and 
power for the population served. In 
the accompanying table four companies 
have been picked at random. The first 
two have the entire gas and electric light 
service, and the last two have only the 
electric franchises in the community 
served, . : 

Net 
Popula- Net earnings 
tion earnings per annum 
Siniseian Gin, Wine served. per annum. per capita. 
Light & Power Com- 


Name of company. 


$118,927 
$197,236 

$277,337 $1.94 

eld Light, 

‘ower Company... 47,000 $90,261 $1.92 
An analysis of this table tends to show 
that the two first companies, who own 
both gas and electric light franchises, 
average about $3.77 per capita annually 
for their net earnings. The two com- 
panies may be considered as average 
ones controlling all the light, heat and 
power in any given district. The last 
two companies in the table operate only 
through electric light and power fran- 


$3.96 
$3.58 


chises. Their net earnings average 
$1.93 per capita. 

These figures can be counted on as 
being the average for corporations cov- 
ering the fields given. It must be borne 
in mind, however, that a large part of 
electric light companies are consolidated 
with electric railways and that the earn- 
ings as shown in the table above would 
not hold true for that class.. Their ex- 
act earnings will be given later in an- 
other issue dealing with electric railways 
as one of the public utility group. 

All companies doing a general light 
and power business are required to have 
certain franchises permitting them to 
generate, transmit and sell their power. 
During the infancy of electric light en- 
terprises it was possible to secure perma- 
nent rights permitting a company full 
use of the streets for its transmission 
lines and to charge practically any 
amount it chose to its customers. 
At that period a franchise limiting an 
allowable charge of power for lighting 
was unknown. It was not recognized 
then that electric light was a necessity 
and that the giving of a monopoly to a 
few individuals without any restriction 
in their charges was improper. 

In recent years it has been practically 
impossible to secure a franchise in any 
community over 5,000 population which 
is perpetual, and without the usual re- 
striction as to the charges allowed. For 
instance, the State of Indiana has passed 
through its legislature a law stating that 
no franchise for any public utility what- 
ever is legal that is made for a period of 
over twenty-five years. This was 
passed in the interests of the public and 
tends to show the fact that the value of 
the right to sell electricity is becoming 
recognized. A great many companies 
of course, retain their original franchise 
made at the time when communities were 
anxious to have electric lights, and still 
hold their perpetual right for the sale of 
power. Among these may be mentioned 
the majority of the properties of the 
New York State Railways and the Day- 
ton Light & Power Company in Ohio. 

The usual franchise that is secured at 
the present time has a limitation of be 
tween twenty and thirty years duration 
In addition, a clause states the maximum 
limit which can be charged for current, 





94 THE MAGAZINE OF WALL STREET. 


which may be from ten to twenty cents 
per kilowatt hour for lighting purposes, 
depending entirely on its location and 
the size of the community to be served. 
Other clauses generally permit the com- 
pany to erect transmission lines wher- 
ever necessary. A further protection is 
generally allowed in that the company 
can shut off the light from consumers 
who will not pay their bills within a rea- 
sonable time. 

The natural tendency at the present 
time is, then, to restrict the allowable 
charges for companies of this class, ow- 
ing to the fact that it has become recog- 
nized that public utilities deal in necessi- 
ties and that the public must be pro- 
tected. Among some of the lighting 
rates that can be used as examples for 
different parts of the United States are: 
The Rutland Railway Light & Power 
Company of Vermont which charges 14 
cents per kilowatt; New York Edison 
Company, which charges 10 cents per 
kilowatt; the Nassau Light & Power 
Company, which charges 15 cents; and 
the Springfield Light, Heat & Power 
Company in Ohio, which charges 8 cents. 
The latter corporation has an unusually 
low charge for its output. This is 
chiefly due to the fact that it is very near 
the coal fields of Indiana and can secure 
its supply of fuel cheaply. A compari- 
son between the New York Edison Com- 
pany and the Nassau Light & Power 
Company which operates on Long 
Island would show that the extra charge 


of 5 cents over that allowed for the Edi- 
son company is due to the fact that Long 
Island is less thickly populated and there 
must be a greater amount of transmis- 
sion line per kilowatt sold. 

The securing of a franchise requires 
a great deal of adroitness and knowledge 
of the locality in question. The writer 
has an instance in mind where he at- 
tempted to secure a valuable right cover- 
ing a small village. A company already 
in operation and situated about twelve 
miles away did not care to enter that 
territory on the principle that it was 
theirs any way and all they had to do 
was to wait and the community would 
pay by subscription the cost of a trans- 
mission line to their village. An at- 
tempt, however, to secure a franchise for 
an independent plant in that locality 
brought out the fact that the corporation 
already in operation was only too glad to 
extend its transmission lines and include 
the village. The result of negotiations 
was the decision that the company al- 
ready in operation could give a better 
service than a new one, and further than 
that, the service would come quicker ; all 
of which was true. The authorities then 
decided that there was not room for a 
new company and that the old one could 
come in if they came in within two 
months. It is now six months since that 
agreement was reached and nothing has 
been done, and probably will not be done 
unless some one else takes the matter up 
and forces them into action. 
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Merchants Heat and Light Co.—An issue 
of $2,250,000 bonds has recently been placed on 
the market in denominations of $1,000 and 
$500. It is part of an authorized issue of 
$6,000,000 to be issued on further additions to 
plant. The present amount is to cover a 4,000 
K. W. unit and the necessary increase of steam 
capacity and line extension. The company op- 
erates in a part of Indianapolis. There are 
three companies in that city operating in dif- 
ferent sections, The Merchants Heat & Light 
Company is in the business section. Gross 
earnings have increased from $176,970 in 1905 
to $524,666 in 1912. The total capitalization 
outstanding to date, including the bond issue 


mentioned above, is $2,500,000 bonds, $500,000 
preferred stock and $500,000 common stock. 
Net earnings for the year ending September 
30, 1912, are $243,526.27, sufficient to pay the 
interest on the bond issue nearly twice over. 

Wisconsin Gas & Electric Company.— 
This company is to issue $2,000,000 5 per cent. 
first mortgage gold bonds. This issue is a first 
lien on the physical properties as follows, 121 
miles of gas mains, 8 miles of single track 
railway and an office building in~- Kenosha. 
Further, it owns a plant of 945 K. W. low 
tension in Kenosha formerly controlled by the 
Milwaukee Electric Railway Company. The 
business consists of selling gas in Kenosha and 
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Racine and electricity in Kenosha. The pop- 
ulation served can be estimated at 59,000 for 
gas and 21,000 for electricity. Official informa- 
tion gives earnings for the year of 1912 as 
$614,587 gross and $197,236 net. Interest on 
the present bond issue would have a surplus 
of $97,000 in round numbers. This issue has 
had the necessary approval required by the 
Wisconsin Railroad Commission. 


Utilities" Improvement Company.—This 
company is now being organized with an au- 
thorized capital of $40,000,000 divided into 
$25,000,000 preferred and $15,000,000 common. 
The issue at present is for $20,000,000 evenly 
divided between common and preferred. The 
company proposes to consolidate the following 
properties: Toledo Light & Railways Com- 
pany (including part of preferred stock), 
Danbury & Bethel Gas & Electric Light Com- 
pany, Brantford Gas Company, Woodstock 
Gas Company, Athens Railway & Electric 
Company, Coshocton District Gas & Fuel 
Company, Bartlesville Gas, Electric & Railway 
Company, Empire Gas & Fuel Company and 
$2,800,000 of 7 per cent notes of Southwestern 
Reserve Gas Company. The first mentioned 
property is the best of the list. Out of the 
nine properties four are natural gas plants, 
and are necessarily short lived and leave 
small value behind the capital when the field 
becomes exhausted. Brantford Gas Company 
and the Coshocton District Gas & Fuel Com- 
pany do not own any wells, but are merely 
distributing companies. The proposed divi- 
dends may be earned, but it is doubtful 
whether dividends will ever be large enough 
to return’the original capital invested. These 
plants are not located near enough together 
to allow for a successful group management 
and any decrease in expense due to this ar- 
rangement should not be counted on. Earn- 
ings at present allow for payments of 6 per 
cent. on preferred and nearly 5 per cent. on 
common outstanding. Prospectus allows for 
2 per cent. per annum on common at start to 
increase 1 per cent. per year until 6 per cent. 
is paid. 


New York State Railways Company.—An 
issue of $6,925,000 in the form of 4% per cent. 
bonds has been issued recently. The bonds 
are a first lien on all the property of the com- 
pany mentioned. The New York State Rail- 
ways Company operates the interurban and 


street railways in the cities of Rochester, 
Syracuse, Oneida, Utica, Rome and Schenec- 
tady. The ownership of the property is vested 
in the New York Central & Hudson River 
Railroad Company, which owns $13,600.000 of 
the common stock. The entire capitalization 
issued to date is $23,814,900, divided between 
first preferred and common stock. The com- 
mon stock pays 6 per cent. per annum and has 
been paying at that rate since 1910. It is re- 
ported that this bond issue has been completely 
sold to date. 


Utah Securities Corporation.—This com- 
pany has recently been formed to act as a 
holding company for several hydro-electric de- 
velopments in the State of Utah. The chief 
subsidiaries composing this holding company 
are the Knight Consolidated Power Company, 
The Davis & Weber Counties Canal Company, 
and the steam plant of the Utah Copper Com- 
pany. The market must be necessarily the 
mining industries in the neighborhood, as 
Utah possesses few opportunities for current 
sales for general lighting and power purposes. 
The capitalization is $27,500,000 in stock and 
$25,000,000 in 10-year notes bearing 6 per cent., 
the latter being the present issue. It is an 
open question whether the properties can 
pay on the whole capitalization. 


Pacific Power & Light Co.—This com- 
pany has recently increased its bond issue by 
$310,000 5 per cent first mortgage bonds to 
cover permanent improvements. The company 
is a holding company for steam and water 
power electric plants and a railway company, 
all operating in the State of California. Of 
an authorized issue of $30,000,000 bonds only 
$5,605,000 are now outstanding. Net earnings 
for 1912 are nearly twice the interest on the 
bonds outstanding to date. These bonds are 
listed on the New York Stock Exchange. 


Portland Railway Light & Power Co.— 
This company has an issue of $16,000,000 5 
per cent. first mortgage bonds listed on the 
New York Stock Exchange. They are to re- 
tire the obligations of its subsidiaries doing 
an electric light and power, as well as electric 
railway business in Portland, Oregon City and 
Vancouver. Report shows that for 1911 there 
was a surplus of $756,500 after payment of all 
a charges and 4 per cent. on $25,000,000 
stock. 


New Investment Literature 


Pamphlet showing, among other things, 
comparisons of earnings, yield and margin 
of safety as between public utility, industrial 
and railroad securities. Wm. P. Bonbright & 
Co., New York. 

Pamphlet “Should the Prices of Investment 


Bonds Advance?” A discussion of some fun- 
damental considerations in the bond market. 
D. Arthur Bowman & Co., St. Louis. 

Pamphlet “Judicious Investment,” 
ing some basic facts about the subject. 
cer Trask & Co., New York. 
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INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom. 








Practical Points for the Small Investor 


Keeping Your Money Busy 
By WILLIAM T. CONNORS 





HE average wage earner or salaried 
man is so busy himself that he is 
apt to forget to keep his money 

busy. 

Take the man who puts his surplus 
into a savings bank. His account rises 
gradually all through the fall months, by 
odd deposits made when it comes handy. 

When Christmas arrives he makes his 
wife some valuable presents and she 
makes him some ; he buys presents for all 
the children and they all buy presents for 
him; to say nothing of uncles, aunts, 
cousins, grandmothers and mothers-in- 
law. All these gifts come out of the 
same pocketbook and it gets so flat that 
he has to draw on the savings book ac- 
count to the extent of a couple hundred 
or so. * 

Then the account begins to climb again 
until along in June, when vacation time 
comes and with it, likely enough, slack 
work at the office or the shop. Again he 
draws out part of what he has put in the 
bank. 

Perhaps his account for the year looks 
something like this: 


JOHN SMITH. 
pomery 12 


Credit. 
$45 

75 

50 

75 


Debit. 


August 7 80 
September 22 100 
November 3 80 


December 9 
December 17 


Fairly satisfactory, thinks friend Smith. 
But is it? 

Savings banks credit interest from the 
first of the month after a deposit is made, 
provided the money remains in the bank 
until the next dividend day. Dividend 
days are January 1 and July 1. If the 
money is drawn out before the dividend 
day, it draws no interest. 

During the first six months, Smith de- 
posited $245 and got interest on $45 for 
5 months. In the second six months he 
deposited $330 and got interest on $180 
for about 3% months. At 4 per cent. he 
was credited about $2.80 in interest dur- 
ing the year, and he missed over $2 by 
drawing his money out at the wrong 
time. 

He kept only about half of his money 
busy. 

Jones, on the other hand, carries a 
small checking account for convenience. 
The bank has a rule that no interest shall 
be credited on balances of less than $500. 

During the year this checking account 
fluctuates between an overdraft of $1.17 
and a balance of $372.79, averaging 
about $200. Jones ought to be smart 
enough to get 6 per cent. on his money 
safely. At that rate of interest, he has 
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lost $12. If he had had his pocket picked 
of $12, what a howl he would have set up. 

1 know a carpenter who always car- 
ries over $100 in his pocket “for emer- 
gencies.” Only $6 a year lost, but if he 
had a chance to work overtime and pick 
up an extra $6, he would jump at it. He 
would rather work his hands than his 
head. 

When we come to consider invest- 
ments, even though they are small, this 
item of idle money gets to be important. 
For example, Jones owns a couple of 
bonds which mature January 1. When 
that date comes around, he deposits the 
bonds with his bank. He does not know 
just what to do with the money at the 
moment, and before he gets around to 
reinvest, it has lain in the bank for 60 
days, either at no interest or at a trifling 
rate. That means a loss of about $20— 
as much, very likely, as Jones would pay 
for the suit of clothes which his wife has 
been nagging him about buying. 

When the small investor catches on to 
the idea of trying to buy at bargain 
prices, his opportunities for loss of inter- 
est while waiting for a suitable oppor- 
tunity to buy, become very much greater. 

He remembers clearly that there was a 
considerable period in 1907-08 when the 
savings banks enforced the 60-day rule 
and did not permit withdrawals except of 
trifling sums. Also at that time brokers 
were unwilling to buy stocks on margin 
because of the difficulty of getting hold of 
the money to carry the stocks after they 
were bought. 

Yet that was just the time to buy. 
Prices were at ridiculously low figures, 
but the bargain hunter had to have cash 
or check to pay in full for his purchases. 

The investor reflects that this may oc- 
cur again. In fact, the very reason stocks 
are abnormally low at such times is be- 
cause money is tight. 

If he put his money in the savings 
bank, he might not be able to get it just 
when wanted; so he puts it into a trust 
company where it earns only 2 per cent. 
interest. He has to be content with this 
small interest until the time comes, in his 
opinion, to buy stocks or bonds. 

Of course, this pays much better than 
losing his opportunity to buy at the right 
time, for the loss of interest is very small 


compared with the profits that may be 
made through buying securities in pan- 
icky markets. 

Suppose his money lies idle half the 
time, on the average. All it would have 
to earn during the remaining half of the 
time would be 6 per cent. to give him an 
average return of 4 per cent. over the 
whole period. He could buy his securi- 
ties on a 6 per cent. basis in a time of 
demoralization, to say nothing of what- 
ever profit he might make by purchasing 
at a low price and later selling out at an 
advance. 

There are, however, several ways in 
which this loss of interest may be at least 
partially overcome. For example, some 
good building and loan associations place 
no limit on withdrawals. In 1907, it was 
the general experience of depositors in 
such associations that they were able to 
get their money at times when they could 
not have withdrawn it from the savings 
banks. 

This was because the easily frightened 
class of depositors do not invest in build- 
ing and loan companies to any extent. 
Hence the demands upon these compa- 
nies are but little heavier in a panic than 
at any other time. 

Again, many banks and trust compa- 
nies allow 4 per cent. interest on time 
deposits. They can do this because they 
know in advance just what withdrawals 
they have to meet on time deposits and 
can prepare for them. The advantage 
of this to the investor is that almost any 
brokerage house would readily accept a 
certificate of deposit maturing in 30 or 
60 days as a part of the purchase price 
of securities, even in a time of tight 
money. It is to be borne in mind that 
the broker is not absolutely contemptu 
ous of his customer’s business, even in 
panicky times, but is generally ready to 
do whatever he can to accommodate the 
genuine investor. 

A little persistence also will generally 
get money out of a savings bank, even 
when the 60-day clause is being enforced, 
provided the depositor shows that he 
wants the money for the purchase of 
securities outright, paid for in full. If 
the cashier has no authority to permit 
such a withdrawal, higher officers of the 
bank will usually grant it. Of course, 
the withdrawal would have to be in the 
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form of a check, not actual cash, but this 
would make no difference to the investor. 

Many trust companies in the smaller 
cities pay more than 2 per cent. on check- 
ing accounts, and some strong private 
banking houses in New York pay 3 per 
cent. I have in mind a trust company in 
Washington, D. C., which pays 3 per 
cent.; a bank in Nashville, Tenn., which 
allows 4 per cent. and a private banking 
house, members of the New York Stock 
Exchange, which pays 3 per cent. 

In seeking these higher rates of in- 
terest, however, the investor must exer- 
cise caution to select only institutions of 
the highest standing. A weak trust com- 
pany sometimes offers a higher rate of 
interest to attract business. If a trust 
company in the Wall Street district, for 
example, were to offer 3 per cent. on 
checking accounts when all other similar 
companies around it were paying only 2 
per cent., I for one would not care to 
put my money into it. 

A margin of 1 per cent. means a good 
deal to a banking institution. A building 
and loan association which attempted to 
pay 5 per cent. for the full time from 
date of deposit to date of withdrawal, re- 
cently came to grief, while others oper- 
ating under similar conditions and pay- 
ing only 4% per cent. in two semi-annual 
dividends, had no difficulty in maintain- 
ing their soundness. These companies 
all loaned at 6 per cent. One per cent. 
margin was not enough to cover ex- 
penses. One and one-half per cent. 
meant an increase of 50 per cent. in the 
company’s income. 

The instalment plan, recently adopted 
by a number of New York Stock Ex- 
change houses, is also a help to the small 
investor in keeping his money busy. By 
this method, he pays down a certain per 
cent. of the value of his stocks, usually 
20 to 30 per cent., and obligates himself 
to pay the remainder in regular monthly 
instalments. On the other hand, the 
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broker agrees to carry the stocks for his 
customer without margin calls, provided 
the monthly instalments are kept up 
regularly. 

A condition of the money market 
which would cause these brokers to re- 
fuse business of this character would 
have to be very stringent indeed, and 
could last for only a short time. They 
have found by experience that nearly all 
their customers can be relied upon to 
keep up their payments regularly, so 
the broker knows just what he can de- 
pend upon. He will buy for such custo- 
mers only securities of a high class, but 
this he can do safely. 

Accordingly, if the investor has 
enough money in a trust company to 
meet the initial payment on the stocks he 
wants to buy, and the first monthly in- 
stalment, he can then outlast the 60-day 
clause of the savings banks, in case it 
should be in force when he was ready to 
purchase. He could keep the remainder 
of his money in a savings bank drawing 
regular interest without danger of miss- 
ing his opportunity to buy securities at 
bargain prices. 

The small investor will do well to 
ponder this matter of keeping his money 
at work. The fact that the interest lost 
on idle money amounts to only a few 
dollars is entirely aside from the point 
Those few dollars represent the same 
proportion of his total capital as though 
his investments were in the millions. 

The Chicago packing houses laid the 
foundation of their wonderfully prosper- 
ous business by stopping all the small 
leaks and catching every dollar of in- 
come, no matter how unimportant it 
might seem. They flourished, while 
many of the small packers went to the 
wall. The small investor becomes a 
large one by applying sound investment 
principles, and of these one of the first 
is to KEEP YOUR MONEY BUSY. 

















Investing for Profit 


A Review of General Principles and Practical Methods 
By G. C. SELDEN 
Author of “ Psychology of the Stock Market,”’ etc. 








[This series of articles is intended to lay before the reader, in a brief but fairly 
comprehensive form, the outlines of the basic principles which must underlie all ef- 
forts to invest for profit, as distinguished from pure speculation on the one hand, and 
on the other hand from investment for income only. This branch of investment has 
been but little discussed, as most writers have turned their attention either to the field 
of investment for income only, or to the study of the merits of individual securities.] 


V—When to Buy Standard Rails 


N the preceding chapter, I endeavored 
to bring out the general principles 
by which growing railroad stochs 

may be selected without any special diffi- 
culty, even by the investor who has only 
such slight knowledge of railroad sta- 
tistics as can be readily obtained from 
the annual reports and from a cursory 
reading of a digest of current news per- 
haps once a month. 

But the investor for profit is not nec- 


essarily restricted solely to the most 


rapidly growing companies. Oppor- 
tunities will frequently appear when the 
stocks of standard, solid, well-conducted 
companies, whose business has been, and 
is likely to be, well maintained year 
after year, can be bought at prices 
which will enable the purchaser to add 
profits to his interest in the course of 
a few years. 

The Pennsylvania Railroad, for ex- 
ample, has paid dividends regularly for 
over half a centuty. It would not natu- 
rally be selected as a very rapidly grow- 
ing company, as most of the territory 
through which it passes is already well 
developed. It will doubtless keep pace 
with the growth of population and busi- 
ness in the United States, but it could 
not possibly repeat the performance of 
Norfolk & Western as related in a pre- 
ceding chapter. 

Owing to the standard character of the 
road and the relative stability of its busi- 
ness, the price of its stock fluctuates less 
than that of almost any other American 
company. For the first nine months of 
the current year (1912), for example, 
the price of this stock moved over a 
range of less than four points, from 


122% to 126%. Yet it sold from 99 in 
1896 up to 142 in 1899; down to 124 in 
1900; up to 170 in 1902; down to 111 in 
1903; up to 148 in 1905; down to 103 in 
1907; up to 151 in 1909; and down to 
118 in 1911. 

Here were plenty of opportunities for 
the investor to get a profit in addition to 
his interest, without the exercise of any 
extraordinary sagacity. Figuring out 
the yield on the investment at these 
various high and low prices, we get the 
following : 

Yield. 


5.1 
48 
5.4 


68 
Re 4.0 


brief examination of this result 
shows that during the easy money mar- 
kets and big bull speculation of 1899 to 
1902, the interest yield on an investment 
in Pennsylvania stock was 3.5 per cent. 
at the highest prices; in 1905 and 1909, 
when the supply of surplus funds for in- 
vestment was noticeably smaller, the 
yield at highest prices was practically 4 
per cent.; and that the yield at lowest 
prices was about 5 per cent., with the 
exception of 1907. 

In the last mentioned year, the divi- 
dend rate had just been raised to 7 per 
cent.—a figure at which it was found in- 
advisable to maintain it. Also, the low 
price of 1907 was made in the midst of 
the sharpest money panic the country 
every experienced. These special con- 


Price. Divs. 


3.5 
3.5 
4.1 
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ditions resulted in an abnormally -low 
price in proportion to dividend returns. 

The investor who simply shut his eyes 
and bought when Pennsylvania was on a 
5 per cent. basis and sold when it reached 
a 4 per cent. basis, would have found two 
opportunities for adding a good profit to 
his interest, as follows: 

Bought at Sold at Profit 
100 
125 2 
150 30 

His money would have been in use 
during nine years, three years on the first 
investment and six years on the second. 
It would have yielded him 5 per cent. 
throughout, plus a profit of 55 per cent. 
on his first investment at par, or an 
average interest of about 11 per cent. for 
the whole period. 

To get still better results, he would 
need to mix only a small amount of judg- 
ment with his rule. In 1900, in view of 
the abundance of capital, the easy rates 
for money and the general soundness of 
business conditions, the average business 
man would not expect Pennsylvania to 
sell as low as a 5 per cent. basis. He 
would be much more likely to set his 
figure at 44% per cent. Likewise in 1902 
he would probably hold for higher than 
a 4 per cent. basis. 

Again, in 1907 conditions were so 
threatening and the money market so dis- 
turbed all over the world that the fairly 
well informed investor would be almost 
sure to wait for a 5% or 6 per cent. basis 
before purchasing, especially as Pennsyl- 
vania had at that time only just raised its 
dividend to 7 per cent. 

Another practical method would be to 
buy part of the stock desired when the 
price reached a 4% per cent. basis, more 
at a 5 per cent. basis, and the last at 5% 
per cent.; then to realize profits half at 4 
per cent. basis and half at 3% per cent. 
The past history of the stock, combined 
with an ordinary business man’s knowl- 
edge of present conditions, would in any 
similar case enable the investor to lay out 
a common sense campaign. 

Again, it is to be noticed that while the 
great standard companies which do a 
well maintained business year after year, 
are not in the same position as those com- 
panies discussed in the last chapter, 
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which must grow as a necessary result of 
their location in growing territory, these 
standard companies nevertheless have 
their growing periods, and these periods 
can often be distinguished by the watch- 
ful investor. 

To take an example, which will be 
likely to bring out the point more clearly 
than a more abstract discussion, we will 
examine into the history of the New 
York, New Haven & Hartford Railroad 
since 1897. 

I have selected this road because it is 
perhaps the least favorable for the in- 
vestor’s purpose of any of the leading 
American railways. It is located in New 
England, the oldest section of the United 
States, where natural resources are less 
bountiful than in most sections and have 
also been pretty thoroughly developed in 
the past. It is a road which has had to 
meet water competition on one side and 
trolley competition on the other. In 
order to hold its own it has been obliged 
greatly to increase its capital issues for 
the purpose of buying up steamships and 
electrics, which when acquired have 
added but little to its income. Its New 
York terminals have also been a source 
of great expense. 

As a result of these various conditions, 
New Haven stock sold as low in 1911 as 
in 1907, and lower in every year from 
1907 down to date than in the depression 
of 1896-7. We may take it for granted, 
then, that if the investor for profit could 
distinguish the growing periods in the 
recent history of this stock, he could do 
equally well or better in the stocks of 
other roads which have made greater 
pregress. 

In the accompanying table I have com- 
piled, for each year from 1897 to 1912, 
the earnings on this stock, dividend paid. 
per cent. of operating expenses to gross 
earnings, and range of price. These 
figures show the salient facts in the con- 
dition of the company year by year. All 
are clear to every reader, with the pos- 
sible exception of “operating ratio”—the 
per cent. of expenses to gross earnings 
which was explained in the last chapter 

The novice, in calculating this per cent. 
on any stock, should be careful to dis- 
tinguish between “net earnings” and “net 
income.” Operating expenses may be 
obtained by deducting net earnings from 
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New York, New Haven & Hartford R. R., 1897-1912. 


Earned on Stock. 


Price 
Range. 
160—185 
178—201 
198—222 
208—216 
206—217 
209—255 
187—225 
185—199 
192—216 . 

189—205 
127—189 
128—161 
154—175 
149—162 
127—151 


%o Operating 
Div. Expenses. 
8% 67.6 
8% 68.5 
8% 68.8 
8% 70.2 
8% 70.2 
8% 719 
8% 73.9 
8% 71.3 
8% 71.2 
8% 70.2 
8% 65.6 
8% 74.4 
8% 66.4 
8% 63.7 
8% 65.8 
8% 64.8 








gross earnings; but net income usually 
includes other items besides earnings 
from operation, such as interest on se- 
curities owned, etc. 

Starting with 1897, we find the stock 
earning 8.2 per cent., and paying out 
practically the entire earnings in divi- 
dends. This was perhaps warranted be- 
cause of the firmly established condition 
of the company and the stability of its 
business. The road was not at that time 
under the necessity of piling up a sur- 
plus for extensions and improvements, as 
would have been the case with a road in 
newer territory. The operating ratio 
was at a safe figure, 67.6 per cent. 

At the price of 160 the stock was re- 
turning 5 per cent. on the investment, 
which was as large a return as could be 
expected from a stock of such high stand- 
ing, and in view of the contracted state 
of general business in 1897, the investor 
might well conclude that if he bought the 
stock around that price, he would have 
ample opportunity to sell it higher when 
he found such action advisable. 

For three years he would have been 
gratified to see a steady advance in the 
price, accompanied by slightly larger 
earnings on his stock and no important 
change in the operating ratio. By the 
end of 1901, however, he would have ob- 
served that the operating ratio was 
‘creeping up, while the earnings on the 
stock had stopped increasing and re- 
mained stationary at 8.7 per cent. Early 
in 1902 he would have found his stock at 
the extremely high figure of 255, at 


which price the yield would be only 3.1 
per cent. 

Bearing in mind that our investor is 
planning to hold his stock only during 
the period of growth; that the per cent. 
of earnings on the stock has now ceased 
growing; and that the operating ratio 
has been gradually rising for four years; 
we may conclude that before the high 
price was reached, he would have been 
satisfied to take his profit and to look 
elsewhere for another investment. 

When the annual report for the fiscal 
year ending June, 1902, came out, he 
would congratulate himself on the sale, 
for the operating ratio for that year 
jumped to 71.9 per cent. 

In May, .1904, the price dropped back 
to 185, but the investor would not be 
willing to repurchase, for the operating 
ratio of the preceding year had been still 
higher at 73.9 per cent., and earnings on 
the stock lower at 8.4 per cent. These 
figures showed very plainly that the com- 
pany was not yet down to an economical 
basis in the handling of its business. 

The 1907 report, however, showed a 
marked improvement. Not only had 
earnings risen to 12.2 per cent. for 1906 
and 9.2 per cent. for 1907, but the operat- 
ing ratio for the latter year was down to 
65.6 per cent., the lowest for over ten 
years. This appeared to demonstrate 
that the company had put itself in a posi- 
tion to handle the very heavy business of 
that year in a successful and economical 
manner. 

November, 1907, gave an opportunity 
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to repurchase the stock at 127, and 128 
was touched early in 1908. There were 
plenty of opportunities to buy all sorts of 
stocks at a bargain at that time ; but if the 
investor had again selected New Haven, 
yielding 6.3 per cent. on an investment 
at 127, he would certainly kave been war- 
ranted in sleeping soundly on his pur- 
chase. : 

When the 1908 report came out, how- 
ever, he would have been shocked to 
learn that not only had the earnings 
dropped off to 5.4 per cent.—which was 
not unnatural in view of the depressed 
condition of business—but also the ope- 
rating ratio had risen to the surprising 
figure of 74.4 per cent. An examination 
of the report showed that this was due to 
a large increase in expenses for “main- 
tenance of way” and “maintenance of 
equipment,” both of which had been 
somewhat reduced in 1907. 

The investor would naturally reach the 
conclusion that the very low operating 
ratio for 1907 had been achieved by let- 
ting the road and equipment run down, 
and that this deterioration had to be 


made up in 1908, a year of poor business. 


He would be dissatisfied and would get 
out of his holdings and look around for 
something else. 

That investors did exactly this is 
shown by the fact that the high price for 
this stock was 175 in June, 1909, while 
the high price for the average of 20 
standard rails was not reached until Sep- 
tember of that year, and in some indi- 
vidual cases, not until December. In- 
vestors were availing themselves of the 
strong spots to get out of their holdings. 
But as the high price of the stock for 
1908 had been only 161, our investor 
would have had ample opportunity to get 
a moderate profit even if he had delayed 
unreasonably long in purchasing in 1908. 

By 1910, earnings were again up to 
10.3 per cent., and the operating ratio 
down to 63.7 per cent., so that the in- 
vestor might have been warranted in tak- 
ing advantage of the very low prices of 
1911, if New Haven stock still looked 
attractive to him. 
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The fact must again be emphasized 
that no sort of golden rule can be drawn 
from the figures given in the table, which 
can be applied to all conditions and cir- 
cumstances alike. The earnings and 
operating ratio simply give in the most 
condensed form the same information 
that any business man would collect and 
study if he were running a business of 
his own—the relation between earnings 
and expenses, and the per cent. earned on 
the investment. It is merely a common 
sense proposition, yet many inexperi- 
enced investors seem to find themselves 
confused by it. 

It is highly desirable for the student of 
investment conditions, who desires to 
profit from his investigations in a prac- 
tical way, to keep a note book or some 
rough memoranda showing the progres* 
of all the principal railroads. The form 
of table shown in the preceding chapter 
is the best for that purpose, as giving a 
more comprehensive view. The time re- 
quired to compile the figures is unimport- 
ant, as the reports on which the table is 
based appear only once a year. 

With these data at hand, the investor 
at once notices any important change in 
the condition of any company, and by 
comparison with other companies he can 
quickly discover whether the change is 
due to special conditions affecting that 
company alone, or is a result of more 
general causes, which are affecting all 
the roads together. 

When he has learned in this way to 
keep his finger on the pulse, as it were, of 
each railroad system, he will begin to see 
many opportunities for switching his 
capital from a road which has stopped 
growing to one which is apparently just 
beginning to grow, or from a road which 
has finished a growing period to one 
which has completed a movement of con- 
traction and retrenchment and is again 
ready for a new forward swing. 

Exact information, intelligently di- 
gested and broadly viewed, is the princi- 
pal requisite for success in investing for 
profit. 

(To be continued. ) 


Sane 























What Has Doubled the Price of Standard Oil 
In a Year? 


By EDGAR D. POUCH 





UST before the Government suit was 
J decided against the Standard Oil 
Company in May, 1911, a popular 
magazine published an article by Jolin 
Moody and George Kibbe Turner, in 
which it was prophesied, contrary to 
general legal opinion, that the company 
would continue to dominate the petro- 
leum industry and prosper, even though 
it might be divided into its component 
parts.. 

Many investors reached approximate- 
ly the same conclusion and backed their 
ideas with considerable money; for in 
August, 1911, old Standard Oil stock 
(as it is now called) sold around $600 
per share and slightly under, while in 
August, 1912, it sold at $1,140 per share. 
This price includes all rights and sub- 
scriptions to increased stocks in the dis- 
tributed subsidiaries. 

To understand the main reason for 
this rise, one must look first at the prices 
of the component parts of the Standard 
Oil stock soon after the official dissolu- 
tion, December 1, 1911. For example, 
take the price of Standard Oil Co. of 
New Jersey on December 15, 1911, alone 
(without rights distributed as of 
December 1), and compare with the 
high of August, 1912. It will show a 
rise of 25 per cent. from $335 to $420 
per share. The total market value of 
its rights, however, in a block (“Subs.”) 
on December 15 was $315, and in 
August, $722, which is an increase of 
130 per cent. in eight months. Thirty- 
three subsidiary companies are repre- 
sented in this composite price, and a 
market quotation had to be evolved for 
each one. This came in a few weeks, as 
will be shown later, with surprising 
rapidity. 

From early December these quotations 
advanced—some only a little, many con- 
siderably—almost phenomenally, some 
as much as 350 per cent. The ten Pipe 
Line Company stocks advanced an aver- 





age of 120 per cent., and the seven Re- 
finery Company stocks (except Standard 
Oil of New Jersey) advanced an aver- 
age of 165 per cent. Of course, the 
early undeveloped markets of December 
are not a fair basis with which to com- 
pare August, 1912, prices; but here is a 
group of thirty-three stocks that ad- 
vanced 130 per cent. contrary to general 
expectation. Some stockholders looked 
for a normal advance—say 10 per cent. 
or possibly more, like Standard Oil 
Co. of New Jersey, but not 130 per cent. 





FIRST IMPRESSIONS, 


When the company sent its stock- 
holders a notice August, 1911, that on 
or after December 1, 1911, it would dis- 
tribute, according to the instructions of 
the Supreme Court, the various stock 
issues of the thirty-three companies 
mentioned in the suit, there was con- 
siderable surprise. Many thought 
they would, of necessity, hold their 
strange allotments for years, unless the 
company should itself offer to buy the 
fractions or even up the fractional 
shares. These fractions could not be 
avoided in the distribution of capital 
stocks that in practically all instances 
were smaller by far than the $100,- 
000,000 stock of the New Jersey com- 
pany. Finally, when the certificates 
were delivered, it was with a feeling of 
amusement or disgust that a small holder 
of, say, 10 shares of the New Jersey 
company found he had one-tenth of a 
share of this refinery, or one-half of a 
share of a pipe line, etc., etc. When he 
figured that his dividend checks of, say, 
10 or 20 cents might come to him quar- 
terly from about thirty different compa- 
nies, he became more disgusted. Some, 
of course, sold to the first bidder care- 
lessly, or possibly started to buy enough 
fractions to make up full shares. Many 


others passed the word around that the 
proper thing and the conservative one, 
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was to wait for a full year of operation 
under the new order, before buying or 
selling so much as a fraction. 

When an opportunity presents itself 
in Wall Street, it is fair to assume that 
at least a few brokers think of something 
to do to stir up business, and December, 
1911, was no exception, for with it came 
one of the greatest opportunities in the 
investment field in years. A new group 
of stocks was handed to a few thousand 
stockholders, the great majority of 
whom knew next to nothing about them. 
Several brokerage firms at once started 
out to operate along the lines of least 
resistance and to exploit the new se- 
curities. They advertised that they 
would practically eliminate all the stock- 
holder’s troubles regarding fractions, 
and gradually through their efforts, the 
fractions were largely consolidated into 
even shares. Those who did not want all 
the 33 fractions in their Standard Oil ac- 
count were promptly accommodated in a 
variety of ways. 


THE INVESTORS’ PART. 


Enough investors knew of the com- 
pany’s reputation for large earnings, to 
want to buy the stocks when placed 


within their reach, and at last their 
chance had come. Shares with a $5, $10, 
$25, $50 and $100 par value were among 
these oil stocks—some quoted above par, 
and some below. These prices were far 
more tangible than the $600 or $700 per 
share, at which the New Jersey com- 
pany’s stock had been quoted for years. 
The feeling of the investing public was 
that everything the Standard Oil direct- 
ors bought made money; so these issues 
were a good risk, especially as only two 
of the 34 companies had any bonds out- 
standing. Among the first buyers of 
these shares were the old employees, who 
had possibly been assistant managers in 
the oil field, or in the refinery works, 
cashiers, or even thrifty clerks, who for 
years had wanted to buy stock in the 
company with which they had been con- 
nected. One thousand dollars would not 
buy two shares of Standard Oil of New 
Jersey stock last year, and even $10,000 
would not go far at $600 per share. 
They had -undoubtedly observed the 
profits rolling up and perhaps had just 
been appointed officers or directors in 
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new subsidiary companies in which they 
wished to invest their savings. As the 
opportunity presented itself, they grasped 
it without waiting. They could buy Na- 
tional Transit at par,.$25 per share, and 
Anglo-American Oil Company at $7 per 
share ($5 par). In most cases they 
were sO anxious, or were such novices 
in Wall Street, buying at the offered 
prices on an advancing scale, that the 
brokers followed the same tactics which 
brokers have used for centuries, result- 
ing in advancing prices. 

President Taft is reported to have said 
a few months ago in one of his speeches, 
that the investing public had only just 
begun to realize the valuable assets here- 
tofore hidden in these subsidiary compa- 
nies whose records were now being un- 
covered and exploited, explaining the 
extraordinary rise. Now the question 
for the brokers and dealers was, if these 
stocks were to be popular, where was 
the supply to come from? This ques- 
tion had been asked by many, and has 
considerable bearing on our original 
question of what has doubled the price 
of the Standard Oil stock in a year. 

The fact is that the demand has 
greatly exceeded the meagre supply in 
spite of the efforts of several firms, who 
have persistently bought subsidiary 
stocks in block (or the old stock with all 
rights) and divided them up with con- 
siderable work into the 34 parts and re- 
tailed them according to requirements. 

The necessary tedious clerical work in 
adjusting and figuring prices on frac- 
tions, the almost endless transfer diffi- 
culties with the various transfer offices 
scattered all over the country and the 
consequent delays and risks, as well as 
money involved while in transit, made 
the dealers’ profits less than is sometimes 
supposed. 

Many old stockholders have been very 
willing to take their profits which were 
so great in the past year, and have 
steadily supplied the market, 10 share- 
holders and 100 shareholders alike, all 
over the country, until today the stock- 
holders’ list must .have changed ma- 
terially among those who hold less than 
500 shares. One of the Jarge refinery 
stockholders’ lists now number 1,500 
less than December 1, 1911. 








WHAT HAS DOUBLED THE PRICE OF STANDARD OIL? 


As regards the early prices, there is 
much diversity of opinion. The market 
had a simple but intangible beginning. 

For several weeks at first, probably 
up to December 20, it is likely that frac- 
tions, or one share trades, composed “the 
market.” Therefore, the actual first 
prices are of very little importance. 
However, by the first of the year, the 
brokers knew how to figure what they 
could pay for 50 or 100 shares of old 
New Jersey stock, and split it up into its 
many parts. Some did only this; others 
set about investigating old reports, 
manuals, court figures, and especially the 
government report by Commissioner 
H. K. Smith, which was the basis of the 
suit, showing the 1906 earnings, bal- 
ance sheets, etc. This was easily secured 
gratis, by writing to the department 
at Washington. Later, the principal fig- 
ures were compiled from this, published 
by a Wall Street Information Bureau, 
and sold broadcast. This educational 
campaign began to tell in the various 
prices which advanced steadily, always 
carrying the “subsidiaries in block” 
higher and higher. Full shares were 
now handled in 10, 50 and 100 share 
lots in all but the smalles* companies 
where the capitalization was so small in 
proportion to that of the New Jersey 
company that the pro rata distribution 
was infinitely small; for example, in or- 
der to be allotted one share of a $100,- 
000 company, one would have had to 
own 1,000 shares of the New Jersey 
company, representing a $600,000 invest- 
ment in the latter company. 

PIPE LINE RISE. 

About February 1, the Commence 
Commission asked quite a number of 
pipe line officials to come to New York 
for a conference, and prices improved 
mysteriously, in spite of the discouraging 
newspaper articles about the ill effects 
of Interstate Regulation. These out-of- 
town directors used their opportunity 
while in the city to pick up considerable 
pipe line stock. The only mistake they 
made was to call upon too many of these 
Standard Oil specialists, particularly the 
newly advertised ones, and thereby “bid 
themselves up” on the most popular pipe 
lines. These small markets were very 
sensitive and advanced 10 or 15 per cent. 
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daily. “Western wire” firms began to 
come into the market—always on the 
buying side, and fractions were neglected 
and forgotten, while the 10 or 50 share 
markets were developing. 

Another stimulus was the change in 
the method of quoting from “per cent.” 
to “dollars per share,” to conform to 
Pittsburgh’s practice in the other inde- 
pendent oil company stocks traded in 
there. This took place about January 
17. 

National Transit that had been around 
par (100 per cent.) was now quoted $25 
per share, and sounded much cheaper. 
Also the other stocks whose par value 
was less than $100 per share were at 
once quoted apparently cheaper. This 
was immediately commented upon by a 
certain publication that usually took a 
hostile attitude toward Standard Oil 
matters. It argued that “insiders had 
sold on the original high prices and now 
the market had declined to half the 
original prices in a number of issues.” 
These were the stocks whose par was 
$50 per share and the writer of the ar- 
ticle had apparently neglected to thor- 
oughly investigate the subject he had 
chosen. 

GROWTH OF THE MARKET. 

In December there were only four 
firms (two New York Stock Exchange 
members and two non-members) deal- 
ing in and advertising either fractions 
or full shares, whereas by February 
there were certainly twice this number. 
Then the Curb brokers began to enter 
the market, taking a low-priced stock 
like Anglo-American Oil Company, and 
in a week or so advancing it from $7 to 
double that price—February 5, $7: 
February 19, $14. The first week of 
March produced unexpected record 
prices .in almost all issues—in fact, the 
rise had been so rapid that a general re- 
action set in in real earnest, running to 
about May 1, affecting pipe line stocks 
most heavily, probably 25 per cent. to 
50 per cent. of the rise was lost in this 
way. But the next two months brought 
them higher than ever. Invasion by the 
Curb brokers was a great trial to a few 
of the original specialists in these stocks, 
for they had persistently discouraged 
the Curb market, by making extra wide 
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quotations to all but private customers. 
Others, however, realized that the best 
market was the closest, and that the Curb 
in this case was perhaps a necessary 
factor in building a real market, afford- 
ing a place where stock could be more 
easily accumulated or distributed, as the 
conditions required. The method of 
actively trading over the telephone with 
a dozen different firms might be well 
enough as a start, but how could it be 
for the best interests of all? What 
would happen to General Electric as an 
investment stock, for example, if han- 
dled in this way instead of on the Ex- 
change floor? The Curb as a “trading 
post” at least, was the logical place to 
build up markets open to all. After 
awhile, however, the market naturally 
centered on the Curb, and gradually the 
quotations were narrowed down. For 
example, the bid price and offered price 
of such stocks as National Transit were 
quoted ~ne point apart, instead of five 
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or more points, and this in itself proved 
that genuine markets were at last com- 
ing. Many other issues now for the first 
time enjoyed the same conditions. The 
daily papers developed very little in this 
respect—that is, in securing and print- 
ing close daily quotations. They may 
have been handicapped because of no 
official listing of these stocks either on 
the Curb or elsewhere. Of course they 
would have had to hunt up the best bids 
and offers each day, on account of the 
frequent changes and to check up the 
day’s sales would have taken consider- 
able time and attention, but it should 
have been worth while on account of the 
wide interest in these newly quoted se- 
curities. Protest from some active firms 
only temporarily improved conditions; 
in fact, throughout the past nine months 
this Standard Oil market has flourished, 
in spite of the signal lack of help from 
the papers, that should have been gladly 
given. (To be continued.) 











Wall Street Dollars 


Do You Furnish Them or Get Them? 








OU can’t help doing one or the 
other, no matter how hard you 
try. As we showed in a recent 

article entitled “You and Your Money,” 
you can’t keep your money out of Wall 
Street, because Wall Street is the great 
heart through which all the money of the 
country is constantly pumped in and out. 

You may profit by this process or you 
may lose by it, according as you apply 
your natural intelligence to the question 
or remain wrapped up in your little 
cocoon of ignorance, prejudice or in- 
difference. 

Now, when your money takes its 
natural course through Wall Street, does 
the sum return to you larger or smaller? 
Suppose the dollars are fewer—that you 
are furnishing some of the surplus dol- 
lars of Wall Street. 

How do you furnish them and why? 
Are they taken away from you by force 
or craft, or do you contribute them? No- 


body parts with his dollars willingly— 
why do you continue to hand yours to 
Wall Street? 

If you are a haphazard speculator. 
these questions are quickly answered. In 
that case, the first reason why you fur- 
nish dollars to Wall Street is that 

You try to make your money earn 25 
per cent. a month, which can’t be done, 
instead of 25 per cent. a year, which can 
be done, if you know how. 

Some time ago a member of a leading 
stock exchange explained to us his 
method of making 30 per cent. a year 
by purchasing standard stocks outright 
on breaks and realizing with a certain 
amount of profit each time. (You will 
find this plan explained on page 264 of 
the September MaGazinE oF WALL 
STREET. ) 

At different times we have mentioned 
this plan to a number of persons as a 
practical and sensible idea. In most cases 
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they have objected to the plan, not be- 
cause it involves speculation, not because 
it might tie up their capital for a con- 
siderable period, not because they 
thought it wouldn’t yield the results 
claimed for it, but why? Because a 
profit of 30 per cent. a year was not large 
enough to satisfy them! 

In every line of business there are a 
few visionary enthusiasts who continu- 
ally attempt the impossible and therefore 
continually come to grief; but it is hardly 
too much to say that all speculators on 
margin fall into this error. Even the 
few who succeed are less successful than 
they would have been if they had at- 
tggnpted less. 

Another mistake that you may be 
making is that— 

You try to scalp, instead of trading on 
the big swings. 

If you operate for the broad move- 
ments of the market, you have at least 
a fighting hope and the chance to use 
your intelligence. But scalping is an 
“error of mortal mind,” as our friends 
the Christian Scientists say. 
not make a permanent success of it unless 
you are on the exchange floor, and may- 
be not then. 

Thomas F. Woodlock, a member of 
the New York Stock Exchange, ex- 
plained, in a lecture which appeared in 
this magazine in November, 1909, that 
the commission-paying trader who op- 
erates on a basis of taking one point 
profit or one point loss, is fighting 


against odds of 11 to 5; on a two-point: 


basis, 19 to 13; and on a three-point 
basis, 27 to 21. 

In the slang of the day, “Can you 
beat it?” Scalping looks feasible, but 
it’s a delusion. 

If you aim for ten points profit or ten 
points loss, the odds, in a stock which has 
a market in eighths, are 83 to 77, and 
even a market in quarters offers you 84 
to 76. This gives you a reasonable show. 

Again, perhaps you allow yourself 
to be influenced by newspaper gossip in- 
stead of digging down to the bottom 
facts. . 

You forget that, necessarily and 
logically, prices are highest when pub- 
lic sentiment is most bullish and that 
the newspapers, generally speaking, sim- 


You can-_ 
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ply reflect public sentiment. When 
stocks are up, the public is long and 
wants bull news; ergo, it gets bull news. 
You read the bull news, get enthusiastic 
and buy around top prices. Sorry to 
appear to criticise, but that’s what you 
do. It’s an extraordinary fact that— 

Speculation, probably the most diffi- 
cult of all lines of business, is the only 
one in which the novice feels competent 
to engage without any previous 
preparation. 

The law student spends four years in 
a university, three or four years in a 
law school, and several years more in 
getting practical experience with a law 
firm before he feels competent to set up 
in business for himself. The most suc- 
cessful physicians go through a similar 
course of training. The ordinary busi- 
ness man has probably started in as office 
boy and worked up through different 
positions until he is middle-aged before 
he is entrusted with the control of the 
company’s funds. The professor of 
economics undergoes four or five years’ 
special training and study, at home and 
abroad, in addition to his regular univer- 
sity course, before he feels qualified for 
a first-class success. 

3ut the haphazard speculator, by way 
of training, reads the market page of the 
Herald or American for six months, and 
gets a few tips from his broker as a post- 
graduate course. 

The average office trader couldn’t run 
a peanut stand profitably without more 
knowledge of the business than he has 
of the scientific principles of investment 
and speculation. 

Ten years ago there was some excuse 
for this ignorance! because there was 
so little information in print on these 
subjects ; but now that excuse no longer 
exists. There are numerous good books 
available, and the back issues of this 
magazine are a mine of imformation on 
the scientific aspects of investment and 
speculation. 

But suppose you are not a speculator. 
Can your dollars still come back to you 
out of Wall Street fewer than they went 
in? 

Only in one of two ways: Either be- 
cause you have made, or somebody has 
made for you, a bad investment; or 
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through the failure of some one of the 
agencies which handle your money dur- 
ing its course into. Wall Street and out 
again. 

The natural condition of things is that 
more dollars shall come back to you from 
Wall Street than you sent there, because 
it is an economic law that your money 
earns interest. No matter whether your 
capital is increased by the paltry three 
and one-half per cent. allowed you by 
a savings bank, or by the twenty per 
cent or more which is often realized by 
shrewd investors, it should, under nor- 
mal conditions, earn some interest, larger 
or smaller. 

Suppose, for example, you put your 
money in a bank. The bank sends the 
money to a firm of Wall Street bond 
dealers and tells them to buy certain 
bonds with it. How can your dollars 


shrink under these conditions? 

First, the various securities bought by 
your bank might decline in value to such 
an extent that the bank would have to 
suspend—bad investments, made, in this 
case, not by you personally but by your 


bank. 

Second, either your bank or the bond 
house might fail through some kind of 
bad management. Of course, the failure 
of the bond house wouldn’t effect you 
unless it pulled down the bank with it. 

To put it all in a nut-shell—your dol- 
lars go through Wall Street, with or 
without your consent. 

If, when those dollars come back to 
you, they are fewer than when they left 
you, that is because— 

You have lost part of them through 
ill-considered and unintelligent specula- 
tion; or ‘ 

Some one, either you or some other 
person acting for you, has invested your 
dollars unwisely, or 

The unexpected failure of some ap- 
parently well-managed institution has 
caught your dollars in transit. 

Can these possibilities be avoided ? 

There is no way of eliminating all risk 
from human affairs. You can’t walk 
the streets without running the chance 
of being hit by a falling cornice. It is 
very likely to be the “innocent by- 
stander” who gets in the path of the 
stray bullet. But when your dollars go 
through Wall Street, you can eliminate 
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more of the risk than you can in most of 
the activities of your presumably well- 
ordered life. 

You can avoid speculation, or partici 
pate in it only after suitable preparation 
and study. 

In investing, you can learn to place 
your dollars yourself, so as to get the 
benefit of careful, thoughtful handling, 
and of whatever degree of good judg- 
ment you have now or can cultivate by 
study and practice. 

By dealing with Wall Street direct. 
you can select houses whose honor and 
financial standing are of the highest. 

B. Branklin, who was no small philoso- 
pher in his day (though the modesrn 
generation seems to prefer Robert 
Chambers), once said: “If you would 
have your business well done, go; if not, 
send.” 

Why not learn to take your dollars on 
a “personally conducted” tour of Wall 
Street, instead of kissing them goodbye 
and sending them there in charge of a 
guardian ? 

If you permit others to act in your 
behalf, you must accept full responsibility 
for all their errors of judgment. Results 
will then depend entirely upon what they 
do for you. Your savings bank is, of 
course, surrounded by legal safeguards ; 
but plenty of savings banks have come 
to grief. Your insurance company may 
be managed in the interest of a control- 
ling clique, and as the writer had occa- 
sion to point out to the president of a 


‘certain large insurance company some 


years ago, may be at times headed to- 
ward insolvency, without the knowledge 
of the policyholders. 

Besides, if you give others the proxy 
in this matter of investment, you pay for 
it. Your return on a savings bank ac- 
count is only 3% to 4 per cent. and on 
an insurance policy with investment fea- 
tures, or an annuity, approximately 3) 
per cent. You see why you lose both 
ways—there is a financial loss and a 
financial risk, both of which are over- 
come when you understand the inner 
workings of the investments market and 
place your funds yourself. 

For example, you can buy a first mort- 
gage railway bond returning 4% per 
cent. just as well as your savings bank 
or your insurance company can do it 
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for you. By doing so, you secure an 
increase of 30 per cent. in your interest 
rate; that is, on $1,000 you would re- 
ceive $45 per annum against $35 from 
the savings bank or insurance company. 
The $10 increase is about 30 per cent. of 
$35. And the more you know about the 
science of investment the higher the rates 
of interest you can make your money 
earn. 

Sit down now, and figure out on the 
above basis whether, after your money 
passes through Wall Street, it returns to 


109 


you the larger or the smaller percentage. 
Whether your investments are large or 
small has nothing to do with the matter. 
It is the principle that, consistently and 
scientifically followed, will affect the 
progress of your bank account. 

If you are not securing a full return 
on your money, you are supplying Wall 
Street with some of those dollars which 
the muckrakers have so much to say 
about. Find out why. If we have set 
you thinking on that problem, the pur- 
pose of this article is accomplished. 


In pursuance of the above theme, the next issue will contain an 


article on 


“Your Ofportunities in Wall Street.” 








A Condensed Price Record 





SUBSCRIBER sends us a sample of a 

A simple and convenient method of 

recording exact prices of leading 

stocks day by day. It is a very easy 

and condensed graphic, and we reproduce it 
herewith. In explaining it he says: 

“I use ordinary cross-section paper with 
lines running % or 1/10 inch apart each way 
and rule heavier lines vertically six spaces 
apart, with pen or pencil, to divide the weeks, 
placing the month and day of the month at the 
top of the sheet and allowing one square per 
day. I rule similar lines horizontally five 
spaces apart, allowing one space per point rise 
or fall and marking the name of the stock at 
the left of one of the lines, which I number 
with the nearest five or ten figures to the pres- 
ent market price of that particular stock. 

“In each vertical column, representing one 
day, I place a pencil dot in the proper place 
to show the ‘High’ for the day, and another 
to show the ‘Low.’ From a point at the left- 
hand edge of the column representing the 
‘Open’ figure to a similar one at the right rep- 
resenting the ‘Close,’ I draw a straight line, 
which shows the net movement for the day, 
and by comparison with previous days the gen- 
eral trend of the market. Many interesting 
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deductions may be made by the careful stu- 
dent. It is well to leave about fifteen points 
space vertically between the lines representing 
different stocks, which may be placed on the 
same sheet, as some may rise or fall more 
rapidly than others. 

“T also keep at the bottom of the sheet, a 
curve showing the ‘Total Sales’ for the day, 
using one square for 100,000 shares. This 
shows at a glance the activity of the market.” 
—G. B. 
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Monthly Net Earnings 











HIS table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 
annual results. 
Stock outstanding 
(in millions). 
Current Change from Fiscal yr. Change from mos NN 
month. last yr. to date. last fisc. yr. Pref. Com. 


Atch., Top. & S. Fe...... Sept. $3,676,915 +$625,956 $9,751,996" +$1,653,816 114 172 
Atlantic Coast Linet.....Sept. 425,587 —331,136 1,250,647* — 367,995 Se 58 
Baltimore & Ohio........ Sept. 2,631,804 —193,471 7,891,466* +12,293 59 152 
Boston & Maine.......... Sept. 1,314,222 +169,557 4,099,080* +958,514 3 39 
Buff., Rochester & Pittsb. .Sept. 294,225 +17,351 922,327* +88,161 6 10 
Canadian Pacifict .......Sept. 4,250,304 + 332,857 13,416,406* +1,720,360 66 198 
Central of Georgia.......Sept. 368,533 —104,128 —57,094 15 5 
Central R. R. of N. J....Sept. 1,153,763 —47.291 3, 380* +601,728 None 
Chesapeake & Ohio’ ......Sept. 974,531 —134,127 3,088,785* —116,516 i 

Chicago & Altont........ Sept. 294,436 38,724 1,007,878* —152,003 

Chic., Burl. & Quincy..... Sept. 3,717,037 + 530,653 9,326,525* + 1,217,599 

Chic. Gt. Western........ Sept. 407,414 +6,582 1,067,283* -+-101,826 

Chic., Mil & St. Pauli Sept. 2,193,823 +-919,762 6,063,065* + 2,576,976 

Chic. & Northwesternt...Sept. 2,542,717 + 324,269 7,246,444* +875,827 

Cleve., Cin., Chic. & St. L.Sept. 967,622 +9,128 5,717,5957 + 36,850 

Colorado & Southern..... Sept. 449,937 — 38,100 1,147.050* —234,786 

Delaware & Hudson...... Sept. 841,539 +12,520 6,145,7057 130,001 None 

Del., Lack. & Western... .Sept. 1,396,064 +51,141 4,063,268* + 355,684 None 

Denver & Rio Grande... Sept. 820,906 + 190,493 1,857,942* + 30,068 49 

SED wttieekeeanéedaeee Sept. 1,520,354 +176,735 4,907 ,207* + 375,496 Ist, 47; 2d, 

Great Northern ..........Sept. 3,785,548 + 228,489 9,609,743" + 642,508 209 

Hocking Valley ..........Sept. 290,306 +4,565 869,586* + 53,604 None 

Illinois Centralf .........Sept. 1,042,785 $41,059  — 2,582,187* 487,182 None 

Kansas City Southern... .Sept. 380,696 +99,558 1,047,543* + 257,793 21 

Lake Erie & Western sept. 190,683 +19,342 937,3687 - ,749 11 

Lake Shore & Mich. So.. i 1,855,861 +-69,305 13,195,3597 +2,102,908 None 

Lehigh Valley ...........Sept. 1,465,255 +. 310.987 4,345,990* +867,131 Gk. 

Long Islandt sept. 303,147 + 11,960 1,972,9157 + 193,899 None 
Louisville & Nashville... .Sept. 1,521,546 —79,236 4,016,555* ~255,002 None 

Michigan Central Sept. 952,452 122,282 6,954,8547 +715,963 None 

Minn. & St. Louist....... Sept. 298,508 +101,921 727,547* + 238,806 5 

Minn., St. P. & S. S. Mariet Sept. 829,409 + 32,903 1,956,934* +52,152 12 

Mo., Kansas & Texas Sept. 1,075,529 + 214,811 2,463,521* +791,619 13 

Missouri Pacific sept. 1,341,790 +403.781 <4.343,799* +1,765,817 None 

National Rys. of Mexico. . Sept. 2,254,909 —108,869 5,711,150* —1,454,695 Ist, 57; 2d, 2 

N. Y. Central............Sept. 2,949,999 —543,456  20,058,9197 840,735 None 

N. Y., Chic. & St. Louis. . Sept. 343,334 +49,065 2,231,676* + 27,882 Ist, 5; 2d, 

> 2 ee” 5 2,454,699 + 237,834 7,512,183* + 1,239,567 None 

N. Y., Ont. & Western}. .Sept. 221,621 +28,598 1,065,449" +231,176 ' None 

Norfolk & Western....... Sept. 1,312,953 —77,226 4,129,894* + 257,217 

Northern Pacific ........ Sept. 2,882,909 + 193,207 7,323,870* +422,520 
Pennsylvania R. Rt......Sept. 3,912,347 +757,000 30,403,5117 + 3,112,419 

Pere Marquettet sept. 402,420 —15,783 1,061,329* —16,700 

Pitts., Cin., Chic. & St. Lt.Sept. 1,034,657 —23,624 7,597,3094 + 600,721 

Reading Co. sept. 167,458 +-1,082 497 ,248* —974 

Rock Island .............Sept. 1,850,705 +31,453 5,537,615" +61,019 

Seaboard Air Linet...... Sept. 7 —110,842 1,152,806* —90,873 23 
St. Louis & San Fran....Sept. 3,726,812* + 323,487 Ist, 4; 2d, 
St. Louis Southwesternt. . Sept. 1,029,121* + 232,590 19 
Southern Pacifict ........Sept. . . 13,912,614* +-1,979,096 None 
Southern Railway ....... Sept. 5,279,652* + 179,687 60 
Texas & Pacific Aug. 130,441* —396,636 

Tol., St. L. & Westernt. .Sept. 249,188* —26,817 

Union Pacific} ..........Sept. . i 11,420,354* + 1,169,385 

Wabash 1,500,275* + 90,242 

Western Maryland? .....Aug. 220 388,069* —46,423 10 
Wheeling & rs Erie. . . Sept. +571 866,931" +61,017 Ist, 4; 2d, 11 
Wisconsin Central +26,564 546,020* +93,006 ll 





* Fiscal yr. ends June 30. ft Fiscal yr. ends Dec. 31. {Net earnings are after deducting taxes. 
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HE sources of items are indicated as follows: *Leading financial and investment 


publications. 


tBanking and Stock Exchange houses. 


§From official sources. 


Neither “The Magazine of Wall Street” nor the authorities quoted, guarantee the in- 


formation, but it is from sources considered trustworthy. 


Owing to the vast 


amount of information condensed into these pages, many abbreviations are necessary. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis-Chalmers.—*PROFITS over opera- 
tion, maintenance and depreciation, June $25,- 
642, July $66,984, Aug. $48,471. Oct. profits about 
$30,000—somewhat larger than Sept.—Reor- 
ganization Committee has reduced adminis- 
tration and selling expenses about $40,000 a 
mo. After second instalment, $7 on common 
and $14 on pref. will be called for gradually. 
Full assessment will provide $4,500,000. De- 
murrers interposed by the Co. against peti- 
tions of bondholders were sustained by U. S. 
Judge Gieger. This clears the way to speedy 
reorganization. Committee hopes to secure 
title to properties within three or four mos. 


Am. Beet Sugar.—tFailure of directors to 
declare 6% rate not due to poor earnings or 
finances. It is still early to forecast results for 
fiscal yr., but probably improvement will be 
shown over last yr. when $13.50 was earned 
on com. Working capital in 1911 was $2,500,- 
000 and is being increased. Directors adopted 
conservative policy, fearing that tariff may be 
reduced. It is their policy to await the result. 


Am. Brake Shoe & Foundry.—*EARN- 
INGS fiscal yr. ending Sept. was probably 
best on record, showing good increase over 
1911, with higher prices and larger profits. 
Pref. has been in line for higher divs. for 
several yrs. It is 7% cumulative, but after 
7% is paid on the com., in any yr., directors 
may declare further div. on the pref. There 
would seem to be ample justification for in- 
creasing the pref. div. rate at Dec. 1 meeting. 
All the Co.’s 16 plants are running close to 
capacity. 

Am. Car & Foundry —*ORDERS during 
last four weeks, this Co. has secured orders 
for over 7,500 cars more than any other Car 
Co. Oct. will be possibly the largest mo. in 
Co.’s history, and it expects to make nearly 
100,000 cars during fiscal yr. 


Am. Can.—*NET EARNINGS 9 mos. 
ending Sept. were at annual rates of 18% on 
pref. against 7% last yr. Last three mos. of 
1912 will probably show even higher earnings, 
is excellent harvests, fruit crop and fish packs 
will all require more containers than ever 
hefore. Amount applicable to divs. will be 
nearly twice the best previous record. 

Am. Cotton Oil—*DIVIDEND of 3% 
semi-annually on pref., payable Dec. 2. Books 
close Nov. 14, and reopen Dec. 6—§Com. 
divs. were passed by directors, although over 


6% was earned on the common, directors 
reached the conclusion that the interest of 
shareholders and permanent prosperity of the 
Co. would be best served by utilizing earngs. 
in development of Co.’s business. Additions 
to properties last yr. $670,435 and maintenance 
$597,705, the latter being charged against ex- 
penses of operation. 


Am. Hide- & Leather —*GROSS BUSI- 
NESS promises to exceed all previous rec- 
ords. For quarter ending Sept., gross sales 
were more than 22% over last yr. More than 
half the increase was due to larger sales, and 
higher prices have not checked consumption. 
—NET PROFIT Sept. quarter was at the 
rate of over 5% annually on the pref. stock, 
after heavy sinking fund allowances. Co. 
is now operating over 70% of capacity. Prices 
of leather have advanced 15% to 20% since 
Jan. 1. 


Am. Light & Traction—*EARNINGS 
FOR SEPT. best for many mos. Both gross 
and net increased over last yr., and expenses 
were reduced. The Co. enjoys a unique posi- 
tion among public utilities owing to successful 
operation for several years. For 12 mos. 
ending Sept., surplus for common was 26.15% 
against 28.13% preceding yr. Cash on hand, 
over $2,000,000. Earnings of subsidiaries over. 
$6,500,000 of which $4,600,000 represented re- 
construction reserve. Current assets about 
$10,000,000, and current liabilities $910,000. Net 
working capital $9,125,000 against $7,500,000 


last year. 


Am. Malting Co.—*ANNUAL REPORT 
ending Aug. 31, shows surplus equal to 9.05% 
on pref. stock of Malt Corporation, the hold- 
ing Co. Owing to sinking fund on Ist mortg. 
6% bonds, actual surplus for divs. was re- 
duced to 6.20% on pref. Under readjust- 
ment plan, only $341,200 unassenting common, 
and $3,595,900 pref. remain outstanding, or 
2.43% of capital stock. Working capital now 
$5,425,000 or almost twice the outstanding 6% 
bonds. Cash of $723,864 is $632,016 less than 
Aug. 31, 1911, but inventories larger owing to 
the quantity of malt made up from the high 
priced barley of 1911 remaining to be deliv- 
ered on contract. Since close of fiscal yr. 
most of this has been shipped. Collections 
excellent, and owing to the heavy 1912 barley 
crop and lower price level, the Co. will prob- 
ably avoid borrowing money. 
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Am. Smelt. & Refining. —*EARNINGS. 
Probable balance for yr., 11 or 12% on com. 
Increased divs. improbable, however, on ac- 
count of extensive increase in plant. Co. has 
spent $1,500,000 on the Hayden Smelter, and 
is enlarging El Paso, Chihuahua, Murray and 
Tacoma Smelters, at expense of $2,000,000. 


Am. Steel Foundries —*EARNINGS. 
First half of Oct. showed business double last 
yr. and at better prices. For three mos. end- 
ing Sept. net earngs. were $507,904, increase of 
$466,180 over 1911. 


Am. Sugar Refin. Co—*PROFITS of 
Beet Sugar Cos. this yr. in which Am. Sugar 
has an investment of $31,000,000, will be mod- 
erate, but it is safely earning its common div. 
and a little over—Tariff benefits only the 
Beet Sugar industry which would suffer 
severely from reduction. Am. Sugar as an 
operating Co. refines only cane sugars. If 
duty on Cuban sugars were halved, price of 
refined sugar would decline about the same, 
but parity between raw and refined would 
remain as at present and Co. would continue 
to get its refiner’s profit. The Co.’s invest- 
ment in Beet Sugar is chiefly in pref. stock, 
and it is unlikely that tariff revision will 
seriously jeopardize it—NATIONAL SUGAR 
REF. CO.’S suit for cancellation of $10,000,000 
com. stock has been practically settled out of 
Court. It is a victory for Am. Sugar, as in- 
stead of being a 25% minority stockholder, 
that Co. becomes a 51% majority holder of 
National stock. Thus Am. Sugar is rid of a 
possible rival. Adjustment of this case has 
avoided litigation. and simplified an embarrass- 
ing situation. (See National Sugar.) 


Am. Tel. & Tel.—*EARNINGS AND 

DEPRECIATION. Big increase this yr. in 
allowance for depreciation —8& mos. 
630 against $18,090,175 last yr, increase of 23%, 
Evidently the management is not troubled as 
to earning power back of the 8% div. or it 
would not have increased depreciation. Gross 
earngs. increasing at rate of $18,000.000 a yr. 
Gross receipts 1912, will reach $197,000,000. 
This contrasts with $97,000,000 no longer ago 
than 1905. Toll line increase for the first time 
this yr. is as large as increase in regular ex- 
change service. Bills payable have been cut 
down over $12,000,000 since Jan. 1. Not a 
dollar of floating debt owed outside the Bell 
System.—INSURANCE FUND. Pres. Vail 
announces fund of $10,000,000 for pensions, 
sick benefits and life insurance available Jan. 
1, for the 175,000 employees, with families and 
dependents, or more than 250,000 altogether. 


Atchison. —+tGROWTH OF SYSTEM. A 
continuation of physical expansion and better- 
ments may be expected every yr. For 1912, 
332 miles of new road were added, 1911, 439 
miles, 1910, 169 miles—total 940 miles in three 
yrs.. mostly in Texas. This construction is 
as important as any since reorganization 16 
yrs. ago. Cash on hand June 30, $41 906.233, 
largest amount in Co.’s history. Apparently 
new financing is not likely for some time. The 
absence of new convertible bond issues, to- 
gether with growth of earning power, should 
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favor the price of the stock.—*Additions, bet- 
terments, constructions, etc., last yr. $13, 
against $32,568,775 previous yr. Largest de- 
crease was in amount spent for new equip- 
ment, which was $13,000,000 in 1911, and 
about $3,000,000 in 1912. By Jan. 1, Atchison 
will have 896 miles of double track, against 
775 Jan. 1, 1912. Earnings. From present 
prospects, 1912 will be-one of the best in the 
Co.’s history. Facilities will be taxed to 
capacity in moving the corn crop. New rec- 
ords may be established. 

Atlantic Coast Line —*EARNINGS have 
shown wonderful growth, enabling Co. to 
spend surplus for additions and betterments, 
keeping down bonded debt, and also increase 
annual div. rate from 5% to 7%. The Co. 
has agreement with Pennsylvania R. R. for 
making direct connection with Washington, 
Baltimore, Philadelphia and New York, and 
controls Louisville & Nashville through own- 
ership of 51% of stock. Both Atlantic Coast 
and Louisville will profit largely by opening of 
Panama Canal. At. Coast unified 4% mortg. 
was created in 1909 to retire underlying bonds, 
certificates and other indebtedness. Only 
$6,167,000 now outstanding, but $81,000,000 
authorized. These bonds will eventually be- 
come a Ist mortg. on the entire system, for 
raising money for all corporate purposes. 

Automobile Industry.—}The automobile is 
largely responsible for the scarcity of skilled 
labor, as 100,000 mechanics are now employed 
on automobiles, and 827,284 automobiles are 
now in use. About 150,000 chauffeurs are em- 
ployed to operate them, making 250,000 men 
drawn from other industries. Pres. Elliott of 
the No. Pacific attributes part of $1,835,060 
decrease in passenger traffic last yr. to the au- 
tomobile. There is now one automobile owned 
to every 90 persons in the Northwest.— 
*WILLYS-OVERLAND AUTOMOBILE 
CO. is being reorganized, with $2,900,000 new 
preferred stock and increase in common from 
$10,000,000 to $20,000,000. Preferred will be 
listed on New York Stock Exch. 

Baldwin Locomotive—*E ARNINGS 
Gross for 1912 will be about $35,000,000 against 
$29,342,000 in 1911. Co.’s earning 12 or 14% 
on com. against 9% 1911. Divs. only 2%. 
New York banker close to the property says, 
Co. is in a class by itself among equipment 
Cos., as the most compact and solidly or- 
ganized, I believe it can pay 4% on com. even 
in the leanest yrs. and with prosperity much 
more. 

Baltimore & Ohio.—+ADDITIONS AND 
BETTERMENTS. In three yrs., 1909 to 1912, 
gross earngs. have increased 30%, and net 
earngs. 18%, while per cent. earned on com 
increased less than 1%. But over $16,000,000 
out of earngs. have been put back into the 
property, 1907 to 1912, and in addition, funds 
for improvement of $94,752,674 have been 
raised from capital, and the interest charges 
increased nearly $4,000,000: This is largely 
responsible for apparent poor showing, but 
these expenditures constitute a valuable equity 
for stockholders, and the road is now in ex- 
cellent physical condition. 
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Bethlehem Steel—jEARNINGS. For- 
eign orders of about $15,000,000 booked. First 
half 1912 new business was $19,007,305, in- 
crease of 40% over 1911. Probable growth 
1912, $35,000,000 to $38,000,000, which would 
break all records. Co. is expected to earn 
15% on pfd. for current fiscal yr. 


Brooklyn Rapid Transit.—*EARNINGS. 
For three mos, ending Sept. gross gained 
only $115,000, or at rate of $460,000 a yr. 
against $1,239,908 increase last yr. Aug. gain 
$98,000, July $28,000. First ten days Oct. gross 
increase $7,000 a day—MERGERS. Public 
Service Commission has authorized consolida- 
tion of capital stock, franchises and proper- 
ties of Brooklyn Union Elevated, Sea Beach 
Railway, and Canarsie Railroad, as New York 
Consolidated Railroad Co. Stock in the new 
property is to be exchanged at par for stock 
of the old Co. 


California Petroleum.—* EARNINGS now 
show increase of 30% over previous 6 mos. 
and at a rate equivalent to over 10% on both 
com. and pfd. stock. 


Canadian Pacific—*DIVIDEND PROS- 
PECTS. By keeping div. at 10% during next 
five yrs. Co. will easily have over $100,000,000 
from income to develop its property, and with 
$200,000,000 from new securities, physical 
condition by 1917 would equal that of any 
U. S. property. One interest states, no change 
will be made in divs. until stock in process of 
payment this yr. becomes entitled to divs. 
This will be next Apr. Logically, it would 
appear that directors would not increase divs. 
until the $60,000,000 stock recently authorized 
is entitled to div. in 1914, but if earngs. con- 
tinue to increase as during last few yrs. share- 
holders may receive a still larger pupae 
of profit than is now given them in cash d 
Gross gain is now at the rate of $1, 065,000 
monthly. Proportional rate throughout the yr. 
would mean an increase of $19,000,000, which 
would give the Co. a total revenue this yr. of 
$142,000,000. Assuming operating ratio of 65% 
compared with 64.88% in 1912, and 64.77% in 
1911, net earngs. will be $49,350,000 and surplus 
after charges $37,000,000, against $32,752,754 
in 1912. This surplus is out of transportation 
alone. 


Central Leather.—*EARNINGS nine mos. 
ending Sept. were largest in history and the 
last quarter exceeded second quarter by $445,- 
000. Profits applicable to com. div. first nine 
mos. 1912 were at annual rate of 7% on com., 
and conditions indicate that current quarter 
will be fully as good. Dec. 31, 1910, bills pay- 
able were $16,540,005. Dec. 31, 1911, this was 
reduced to $6,721,739, and today, Co. is free 
from floating debt for the first time in yrs., 
and surplus cash is apparently in sight. The 
sharp increase in earngs. this yr. assures the 
safety of the 7% div. 

Chesapeake & Ohio.—* VALUE OF CHI- 
CAGO EXTENSION. Last fiscal yr. Co. 
showed but small balance over 5% divs. as 
road was really undergoing reconstruction. 
The Chicago, Cincinnati & Louisville, 
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acquired early in the yr. was in poor 
shape, curvatures and grades being sharp, and 
traffic could not be handled economically. Ex- 
pense of improving this property was heavy, 
but hereafter the extension will be a valuable 
source of revenue. C. & O. freight cars now 
about 44,000 against 37,500 two yrs. ago; total 
capacity 1,950,000 tons, increase of 325,000 in 
two yrs. 1913 should be a highly prosperous 
yr. as traffic is moving freely. First three 
weeks Oct. miscellaneous freight on C. & O. 
increased $24,000; on Hocking Valley $36,000. 


Chicago & Alton —*ANNUAL REPORT. 
wane revenue for yr. increased 1.05%; ton- 
nage 6.74%. Principal decreases were in 
products of agriculture and of animals, due to 
light grain crop in Missouri, and high prices 
of feed. Principal increase was in soft coal. 
Improvements charged to capital account dur- 
ing yr., $260,655.—*Position of Co. not strong, 
as current liabilities exceed current assets by 
$4,145,464; but Co. is not now in need of 
funds, as $4,500,000 bonds were recently sold 
to Union Pac. interests. 


Chicago, Burlington & Quincy.—*EARN- 
INGS. For three mos. ending Sept. gross in- 
creased $1,288,000, and net $1,267,000. Co. 
earned its interest for the yr. in three mos. 
Oct. will set new high record. 


Chicago & Western.—*PROSPECTS are 
best since Co. was organized. Crops tribu- 
tary to its line, were never better, and general 
business increasing rapidly. Probable that 
losses of past yr. will be more than overcome 
and surplus for yr. ending June, 1913, largest 
since organization of Co. The work is now 
practically completed and the resulting 
economies should be important. 


Chicago, Milwaukee & St. Paul.—+EARN- 
INGS. Oct. will show balance for divs. to be 
at rate of 15% oncom. Four mos. ending Oct. 
show rate of 13%.—*Earnings to date are 
remarkable. It was estimated that, in order 
to pay 6%, operating ratio of 74% and gross 
gain of 19%, would be necessary and few be- 
lieved the Co. could achieve this. But returns 
for first quarter indicate that it will do still 
better, showing operating ratio of 65.1% 
against 75.4% last yr. If only % of this 10% 
reduction in ratio is maintained throughout 
the yr. requirements will be covered. But in 
addition gross increased over 17%. Co. will 
enter Dec. with 5% on com. more than 
earned, as 3.4% was reached Sept. 30. 


Chicago & Northwestern.—tE QO U I.P- 
MENT NOTES. Virtually decided that the 
$10,000,000 equipment trust notes recently au- 
thorized, will not be sold this yr. In recent 
weeks, $6,000,000 equipment has been delivered, 
but this has already been paid for. Order just 
placed for 500 more freight cars.—*PROS- 
PECTS. For three yrs. net earngs. have de- 
clined, and last fiscal yr. were only 7.51% to 
meet 7% divs. Present outlook very favor- 
able. In Sept. quarter, nearly 5 mos. div. re- 
quirements on com. were earned. Probable 
that six mos. to Dec. will show entire 7% 
div. for yr. Present indications for full fiscal 
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yr. 12% to 13% on com., a record not equalled 
since 1905. The Co.’s prosperity is founded on 
the crops. Its lines reach nine great grain 
states which have about 320,000 more car 
loads of grain to move than last yr., of which, 

N. W. should net 20% to 25%. Esti- 
mated more than 12 mos. will be needed to 
move this yield, owing to physical limitations 
of roads. Treasury position is strong with 
$10,000,000 cash, after meeting recent divs., 
and big surplus apparently assured. 


Chicago Pneumatic Tool.—*DIVIDEND 
PROSPECTS. Representative says that in- 
a in present rate of 4% may occur next 

but not probable in current yr. Amount 
cantidiie for divs. now is about 14% on stock 
or 25% on present price. At no time since 
organization has earngs. been so large. 


Cities Service Co—*PROSPECTS. In- 
dications that 1912 will show largest returns 
since organization, For 12 mos. ending Sept. 
balance for com. was 9.03%. Since organiza- 
tion, earngs. have increased, and Co. is des- 
tined eventually to be a second American 
Light & Traction. Jan. 1 com. stock will be 
put on 5% basis. Evidently a_ substantial 
profit and loss surplus will be built up by the 
time divs. reach 6% per annu yh ass 1, 1914. 
Large blocks of pfd. have been taken by Lon- 
don interests. Prospect of annual increase in 
com. divs. until 6% is reached, is decidedly 
helpful. Divs. on com. now 4% 


Colorado Fuel & Iron —*ANNUAL RE- 
PORT. Increase of 14% in tonnage sales of 
Steel, but as smaller products, (about 30% of 
total), ruled at generally lower prices, there 
was not a corresponding gain in earngs., 
though ratio of increase in gross was main- 
tained in the net. Yr’s. output fairly represents 
capacity of plant, limited to open hearth de- 
partment of 12 furnaces, and if increased de- 
mand proves permanent, 6 more open hearth 
furnaces will be constructed. Sales of heavy 
rails already made, will take output for cur- 
rent fiscal yr., and other orders will keep the 
smaller mills running well into 1913. Income 
account for yr. ending June, showed surplus 
above all charges, including sinking funds and 
pfd. divs. of $1,701,229. At special meeting it 
was decided to extend corporate life of the 
‘Co. and certificate was filed. Capitalization 
authorized is $46,200,000; outstanding, $36,- 


Colorado .& Southern —fEARNINGS. 
Since Burlington obtained control in 1908, 
Colo. & S. has, with exception of 1910, shown 
decline in earning power. Splendid advance 
was made 1901 to 1910, gross earnings in- 
creasing 3%4 times, and net 5 times, from 
$1,286,780 to $5,914,526. In yr. ending June, 
1912, gross was smaller than in panic yr. of 
1908. Maintenance of equipment has increased 
slightly, but is far below average of other 
roads in the same territory, and is apparently 
lower for 1912 than 1911. It appears possible 
that the div. on com. may be in danger unless 
a radical and rapid improvement can be shown. 

Corn Products.—*UNSATISFACTORY 
PROSPECTS, based on current earngs., there 
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will probably be no change in div. rates for 
some time. Recent action of Interstate Com- 
merce Commission, together with labor diffi- 
culty, has been a severe blow to the Edgewater 
plant, which may be discontinued. Operations 
there, now conducted at a loss, and manage- 
ment claims that under the recent decision of 
the Commission, plant cannot be operated at a 
profit. Earngs. current yr. will show no im- 
provement. When present management took 
control, Co. was on the verge of bankruptcy, 
but through introduction of economies, has 
shown net profits, but less than the 7% te- 
quirement on pfd. One plan under considera- 
tion calls for drastic reduction in capitaliza- 
tion, to equalize property losses sustained when 
present management took hold 


Crucible Steel—*ANNUAL REPORTS. 
Yr. ending Aug. earngs. on pfd. stock 13.70%, 
against 10.23% for 1911. Co. did as good 
business in proportion to size, as any Steel Co 
in the country. As pfd. is 16% in arrears on 
divs., com. will not share for several years. 
Considerable construction is mapped out, in- 
cluding expenditures on the old Midland Steel 
Co. Expenditures for maintenance were $786,- 
419 in addition to usual sum $500,000, for de- 
preciation of parent Co., and $150,000 for sub- 
sidiaries. Bills receivable 1912 increased $1,- 
300,000 over 1911, and substantially increased 
in cash. Working capital Aug. 31, $6,357,992, 
against $4,751,888, 1911. 


Denver & Rio Grande—tPROSPECTS 
Earned only 2% on pfd. in 1912, against 4.75% 
in 1911. The road had more than its share 
of adverse conditions, but it is not probable 
that sufficient improvement will occur to per- 
mit pfd. divs., payment of which was sus- 
pended 1911, after ten yrs. at 5%. Cash ad- 
vanced to Western Pacific now $11,752,915 
Cost of $25,000,000 Western Pacific 2nd mortg 
bonds owned by D. R. G. is $18,750,000. Den- 
ver’s total investment in Western Pacific is 
therefore $30,552,915, without any interest re 
turn. Western Pac. earned last fiscal yr 
$5,258,532 gross, but operation and taxes were 
80.4%. Surplus available for interest was 
only $564,214, while requirements on $50,000.- 
000 Ist mortg. bonds in the hands of the pub- 
lic on which interest was guaranteed by 
D. & R. G. is $2,500,000 a yr. On $10,000,000 
7% adjustment bonds issued last May, Denver 
will have $700,000 additional interest charges 
ahead of its stock. Interest on these bonds 
is paid only if earned, but is cumulative. Pro- 
ceeds of these bonds are for needs of Western 
Pacific. including 1st mortg. bond interest, and 
for additions and improvement which are to 
be made on a larger scale than for several 
years, 


Distillers Securities—*OUTLOOK. | Yr 
ending June showed deficit after divs., $160,593 
owing to short grain crops in 1911 and con 
sequent high prices. Present outlook favors 
lower costs. owing to heavy corn yield 
Whiskey prices are steady and _ increased 
profits should result. Favorable feature is 
large earngs. of subsidiary, U. S. Industrial 
Alcohol, which may start com. divs. soon 

















Distillers Co. is in good shape financially, with 
surplus of $6,000,000. 


Equipments Companies—*CAR OR- 
DERS largest since the boom began. Last 
week showed 15,500, and inquiries for 30,000 
more, deliveries latter part of 1913. Car manu- 
facturers are assured large business well into 
Orders for three mos. have averaged 


next yr. 
over 25,000 monthly, and Oct. will exceed this 
figure. 

Erie—*DOUBLE TRACKING. The 


$10,000,000 double tracking now under way is 
disturbing movement of traffic and increasing 
operating expenses, owing to large number of 
work trains and transportation of Co.’s mate- 
rials and supplies. When the 241 miles of 
double track and other improvements are 
completed, great operating economies are made 
possible, and double track will be continued. 
Importance of these improvements can hardly 
be over-estimated, but they interfere with 
earngs. temporarily. 


Federal Mining & Smelt.—*ESTI- 
MATED PROFITS Sept., $87,000 above 
charges, which is $27,000 over pfd. div. require- 
ments. Co. mined 836,947 tons of ore last yr., 
increase over previous yr. of 52,347 tons, but 
net profits were $895,429, or $345,686 less than 
previous yr. Balance for com. was 2.7% 
against 6.7% preceding yr. Question of putting 
pfd. stock on 7% basis against present rate of 
6%, is likely to be deferred. 


General Electric—*GROSS SALES for 
914 mos. have been at rate of $83,000,000 an- 
nually, against $69,851,275 for 1911, increase of 
18%. Total new orders $12,000,000 above best 
previous record. This is due to recent merger 
into the parent organization of Fort Wayne, 
and Sprague Electric Cos., and various sub- 
sidiaries of National Electric Lamp. 


General Motors.—*EARNINGS last yr. 
5% times interest charges compared with 
times in 1911. Sinking funds have cut down 
funded debt from $15,000,000 to $11,922,000, and 
Oct. 1, 1913, $2,000,000 more of Ist lien notes 
will be retired. Prospects are now the best 
since organization. Co. can dispose of all cars 
the factories can turn out. Deliveries last few 
weeks about 800 cars weekly. The Co. has 
accumulated reserve fund of $4,299,471, most 
of which represents allowances for deprecia- 
tion, 

Great Northern —}tLOW OPERATING 
RATIO for which Co. has always been 
noted and which for many yrs. averaged be- 
low 50%, was 57% 1912, against 61.38% in 
1911. In last ten yrs. $44,280,199 have been 
put back into the propertv from earngs., 
while capitalization has increased very lit- 
tle—*There is record-breaking output of 
iron ore along Co.’s line on account of the 
boom in the steel business. Ore“ tonnage 
now running over $1,000,000 monthly. Offi- 
cial estimates place 1913 earngs. on stock at 
12%, against 10.3% for 1912. 

Green Bay & Western—*POSSIBLE 
CHANGE OF OWNERSHIP. Reported 
that Newman Erb has inspected the prop- 
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erty with view to acquiring it for Minne- 
apolis & St. Louis, and has acquired option 
on a substantial block of stock, having al- 
ready made payment on‘account of the op- 
tion. This road runs from Green Bay to 
Marshland, Wisconsin, 209 miles, and has 
$2,500,000 stock. 


Illinois Central—*GOOD EARNINGS. 
Aug. and Sept. gross biggest in history of 
Co. and Oct. will show $500,000 increase 
over any previous Oct. Because the Co. 
originates 80% of its freight, it owns a very 
large number of cars. With 23,000 whole 
cars, it cannot command.more than 7,000 at 
any one time, the rest being in use on other 
lines. Order for 6,000 additional coal cars 
pending, a serious shortage will probably 
be avoided. 


Interborough Rapid Transit—*PROS- 
PECTS. In three mos. ending Sept. Co. 
had deficit of $151,010 after 24% div., 
against deficit of $466,324 in 1911. Expected 
deficit will be made up by Nov. July and 
Aug. are always poor mos. Sept. showed 
gain of $68,842 in gross, with gain of 1,489,- 
964 in passengers carried. In first quarter 
of fiscal yr. subway and elevated lines of 
Interborough system carried 26 times the 
population of Greater New York. Three 
mos. surplus for divs. $723,990, against 
$408,676 last yr. Notwithstanding increase 
in gross, operating expenses decreased $33,- 
980, operating ratio being 44.14% against 
46.53% in 1911. Co. is saving 70% of gain 
in gross for net, which, for a full yr., would 
mean about 21% on stock. 


International & Gt. Northern.—*DIVI- 
DENDS. July last Co. declared initial div. 
of 1% on pfd. When Co. was reorganized 
Sept., 1911, the syndicate which underwrote 
the securities, took $11,000,000 three-yr. 5% 
notes and $3,400,000 pfd. stock. A condition 
of this affair was that divs. of 5% will be 
paid on the pfd. stock. For 9% mos. ending 
June the Co. earned the full 5% on its pfd. 
and 8.5% on participation certificate repre- 
senting the com., of which $6,500,000 are 
outstanding. 


International Harvester. — *TRADE 
PROSPECTS. Third quarter of 1912 was 
largest in Co.’s history, at rate of $112,000,- 
000 for yr. against $108,749,167 for 1911. At 
this rate, 1912 net, after all costs, repairs, 
maintenance, improvements, reserve and in- 
terest will be $16,500,000 against $15,521,397 
for 1911. Except for government suit 
against the Co. div. on com. would be 
raised to 7%. Present earngs. on com. 
about 12%. If the Co. were more sparing 
in depreciation and renewal charges, com. 
would show 18%. Cash in treasury exceeds 
$25,000,000, about the largest on record. 
Foreign trade gains steadily, and now 
equals 40% of totals, having increased from 
= in 1902 to about $46,500,000 in 


Inter. Mercantile Marine.—* EARNINGS. 
Gross for third quarter was largest on rec- 
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ord. At the same rate, net for the yr. 
would be about $8,500,000. Passenger busi- 
ness has been satisfactory and freight rev- 
enues far exceed last yr. Large amount of 
I. M. M. securities are held in France and 
Holland, particularly collateral trust bonds 
and pfd. stock. On the pfd. 60% back divs. 
are due. Foreign holders believe that be- 
fore expiration of voting trust, Oct. 1, 1917, 
action will be taken for payment of ma- 
tured divs. and that the pfd. will be put 
on 6% basis. 


International Steam Pump Co.—*DE- 
CREASED EARNINGS. Yr. ending Sept., 
1911, showed marked decrease in net and 
yr. just closed, although showing improve- 
ment, will not approach the good yrs. be- 
fore 1908. Continued low prices and in- 
crease in cost of materials and labor, are 
responsible. Labor costs has risen 12% to 
15% since Jan. 1, and raw material 30%. 
During 1912 the Co. has gone after foreign 
business, opening branch offices in Mexico 
City and good foreign business is reported. 
Advance purchases of pig iron have been 
made to cover 1913 aggregating 50,000 tons 
at about $1.50 under present market. 

*RE- 


Kansas City, Mexico & Orient.— 
CEIVERSHIP TO HAND. Inspection of 
line is being made by the English syndicate 
and will probably result in ending of re- 
ceivership and completion of system. Lon- 
don interests state road will probably be 
reorganized by Christmas and are confident 
that $15,000,000 needed to complete the sys- 
tem will be raised. There will be no fur- 
ther work on the road in Mexico until 
peace is assured. At present 950 miles are 
completed from Kansas City to Chihuahua. 


Kansas City Southern—}tSTABILITY 
OF DIVIDENDS. Net for fiscal yr. 
showed loss of over 27% compared with 
previous yr., but pfd. divs. at 4% were 
earned with $46,000 to spare. Confidence 
in stability of pfd. divs. has now returned. 
First quarter of current yr. gross increased 
15% and net 37%. Nearly all this gain has 
been carried to balance for divs. Further 
large increases are expected because of 
greatly improved busiress conditions. 


Laclede Gas —*EARNINGS. Notwith- 
standing reduction in price of Gas Apr. 1, 
1911, earngs. nine mos. ending Sept., 1912, 
showed substantial improvement at 5.56% 
on the com. stock compared with 5.30% 
previous yr. Including allowance for de- 
preciation, per cent. earned would be 7.36 
against 7.09% last yr. 


Louisville & Nashville—*STOCK IN- 
CREASE. Im connection with increase 
from $60,000,000 to $72,000,000, an issue of 
$12,000,000 new stock at par, Henry Wal- 
ters, chairman of the Board, says: “Of 
extraordinary expenditures heretofore au- 
thorized by the Board, there remain un- 
completed items which aggregate a total 
cost of $40,000,000. From surplus earngs. 
and sale of bonds, $23,000,000 has already 
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been supplied, leaving a balance of $17, 
000,000 to be provided as work progresses 
during next two yrs.” If $4,536,000, cost oi 
new N. C. & St. L. stock to which L. & N. 
is entitled to subscribe, is added to this bal- 
ance, total uncapitalized amount is nearly 
$10,000,000. (See Nash., Chatt. & St. Louis.) 


Mexican Petroleum—*DIVIDEND de- 
clared $1 a share on com., payable Nov. 24, 
to stockholders of record Nov. 10. 


Minneapolis & St. Louis —*EARNINGS. 
Gross first four mos. of fiscal yr. increased 
22.9% over last yr. Co. earned the full 5% 
on the pfd. in first four mos. of current 
fiscal yr. Until two yrs. ago pfd. had paid 
divs. steadily for 10 yrs. 


Minneapolis, St. Paul, Sault St. Marie.— 
*GRAIN MOVEMENTS. Soo line will 
move about 10,000 cars of grain in Oct., a 
new record. Expects to handle 50,000 cars 
of grain from this crop against 40,000, pre- 
vious high record, in 1909. The line is free 
from congestion or car shortage, but it is 
becoming difficult to take care of the 
business. 


Missouri, Kansas & Texas.—fEARN- 
INGS. Although annual report showed but 
a fraction of the 4% on pfd. earned, there 
has been a considerable increase in earngs. 
since June. In July and Aug. net increase 
$530,000, more than covering last yr.’s en- 
tire deficit. Current fiscal yr. will show con- 
tinued increases with probably about 2% 
earned for the common. 


Missouri Pacific—fRESULTS OF NEW 
MANAGEMENT. This Co. operating 
over 7,000 miles in a rich, rapidly growing 
section, is an interesting study. Though 
doing gross business of over $50,000,000 a 
yr. it fell within four yrs. from 5% div. to 
a failure to earn its obligations by over 
$5,000,000. Price of the stock formerly 
above par, fell to 28% in 1908. This was 
apparently due to slack management and 
financial policy. In 1911 strong interests 
took control and B. F. Bush was elected 
president. In fiscal yr. ending June, 1912, 
most large systems recorded but little gain; 
but Mo. P. showed gain of* $1,726,000 in 
gross and saving in operating expenses of 
over $2,000,000. Chief saving was in trans- 
portation and general expenses. Over $9,- 
500,000 were spent in addition and better- 
ments during the yr. About 4,300 cars were 
added or 10% of total first of yr. A start 
has been made in the right direction and 
with 7,000 miles from St. Louis to Omaha, 
Colorado and Gulf of Mexico, no system 
has greater possibilities. The change in 
policy is beginning to tell. Gross first three 
mos. of present yr. gained $2,179,000, and 
net $1, 694,000, the latter being an increase 
of over 100%. At this rate, last yr.’s deficit 
will be wiped out in another mo.—*Deficit 
of $6,051,115 for 1911 was mostly due to 
adjustments of old items charged off so as 
to put finances on a sound basis. Early 
mos. of present fiscal yr. show expanding 
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gross and lower operating costs. (See St. 


Louis, Iron M. & So.) 


Nashville, Chattanooga & St. Louis.—7j 
INCREASE IN STOCK from $10,000,000 
com, to $16,300,000 is on basis of one new 
share for every 1.59 shares held, making 
rights worth theoretically $31. The line is 
in splendid physical condition —*Last fiscal 
yr. surplus for div. was 13.96% on outstand- 
ing $10,000,000 stock or 8.56% on new total 
of $16,300,000 stock. Louisville & Nash- 
ville, which controls majority of present 
stock, will be entitled to subscribe to $4,- 
521,888 of new stock. About $6,300,000 7% 
bonds will be extinguished when the new 
stock is issued. (See Louisville & Nash- 
ville.) 

National Biscuit. — *EXTRA DIVI- 
DEND. Best opinion that no extra div. 
will be declared. Earngs. are slightly in 
excess of last yr. or about 10% on the com. 
Officials had expected a larger increase but 
competition of Loose-Wiles Biscuit Co. is 
probably being felt. Co. has no bond or 
mortgage indebtedness. 


National Enameling and Stamping.— 
*GROWTH OF CO. Volume of new busi- 
ness growing rapidly. Each mo.’s record 
exceeding the last by a large margin. Op- 
erations at all plants are at full capacity 
and difficulty is experienced in meeting or- 
ders. Several plants booked ahead over six 
mos. Now certain that gross receipts will 
Fiscal yr. 
An extra report 
to Dec. 30, 1912. 


National Lead.—*PROSPECTS. Present 
prosperity of Co. is due to lower price of lin- 
seed oil, resulting from flaxseed yield of 
29,000,000 bu. against 19,000,000 last yr. 
Balance for com. 1912, will probably be 6%. 
Co. is making important additions and im- 
provements out of earngs., thus increasing 
assets. Increase in div. rate unlikely, ow- 
ing to conservatism of management. The 
Co. has no funded indebtedness; surplus 


about $5,000,000. 


National Sugar—RETIREMENT OF 
PFD. STOCK, $10,000,000 6% cumulative, 
at par, with cash from treasury, has been 
decided on. In its place, $10,000,000 stock 
with no fixed div. rate will be issued and 
offered to old shareholders at par. Old pfd. 
will probably be paid off Jan. 2. This ac- 
tion is a result of the suit in which the $10,- 
000,000 com. was declared invalid because 
given to the late H. O. Havermyer without 
adequate consideration. The Co. is now 
controlled by Am. Sugar Refining. It has 
never issued a public statement of earngs. 
but the pfd. always paid 6%. (See Am. 
Sugar Refining.) 


New York, New Haven & Hartford.—t 
ANNUAL REPORT of entire system 
makes better showing than railroad alone. 
Railroad showed deficit of $929,989, while 
the whole system had a surplus of $305,835. 
New equipment of $3,389,163 was pur- 


be larger than any previous yr. 
changed to end Dec. 31. 
will cover July 1, 1911, 
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chased. Most important new construction 
was New York, Westchester and Boston, 
recently put in operation, and extension of 
electric zone’ Stamford to New Haven. 
Railroad has operated at a loss four yrs, 
and total surplus for eight yrs. is only 
140,898, but the whole system had a deficit 
only once and shows total surplus of 
$8,176,436, of which $3,000,000 went to im- 
provements and betterments, $3,533,022 to 
various funds and $1,643,414 to profit and 
loss.—* FIRST QUARTER’S EARNINGS 
were at rate of about 914% on stock, net 
gaining 20% over preceding yr. and gross 
10%. This equals full proportion of div. 
requirements and _ $1,500,000 to spare. 
Freight revenue gained 17%, Oct. gross 
earngs. increased 10.8%. 


New York Railways Co.—*EARNINGS. 
Net for three mos. ending Sept. was $1,251,- 
395, with balance of $514,488 over interest 
charges. Passengers for three mos. 67,247, 
925. Co. will probably pay 244% on adjust- 
ment income 5’s for six mos. ending Dec. 
31, making 3% for the yr. It is predicted 
that next yr. Co. will pay the full 5% on 
these bonds. 


N. Y. State Railways—*BOND SALE. 
Speyer & Co. have bought $6,925,000 S0-yr. 
Ist cons. 414% bonds, series A. This Co. 
formed Mch. 23, 1909; owns leases and 
operates electric railways and interurban 
lines; allied with N. Y. Central, which owns 
$13,600,000 of about $19,900,000 com. stock. 

Norfolk Southern.—* NEW INTERESTS. 
Recent entrance of W. E. Corey, F. A. 
Vanderlip, R. R. Colgate, Jos. W. Harri- 
man, R. H. Swartwout and others, to the 
Board, promises strong backing and aggres- 
sive policy. Further extension probable 
and eventually it is believed Co. will reach 
out into Georgia, Alabama and Florida. 
Traffic past five yrs. has increased more 
than other lines in same section, gross for 
1912 being 11% in excess of 1911. Balance 
for div. was 3.67% on stock against 3.81% 
last yr. 


Northern Pacific.—*INCREASED COM- 
PETITION. Surplus after divs., yr. ending 
June, was the smallest since reorganization 
of Co.—$2,303,814 against $3,082,266 in 1911, 
while 1907 showed $12,623,929. Earngs. on 
stock were 7.92%. In 1911 and 1912, Puget 
Sound extension “of St. Paul deprived Nor. 
Pac. of 13% of its gross. Record of Nor. 
Pac. after this shows sound financial struc- 
ture of the road, as notwithstanding this 
heavy loss, it earned regular divs. with a 
reasonable balance to spare. Last yr. Co. 
spent $7,090,272 on additions and better- 
ments compared with $7,998,106 previous 
yr. Advances to control the Cos. now total 


$22,655,563. 


Pacific Telephone.—*FINANCING. Un- 
derstood arrangements have been made to 
pay off the $5,000,000 two yr. 5% coupon 
notes maturing Jan. 5. Co. also has $750,- 
000 Ist mortg. 6% bonds of Sunset Tele- 
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phone & Telegraph Co., maturing July 1, 
1913, which will be taken care of by the 
sinking fund. Also $2,250,000 Sunset Tel. & 
Tel. Co.’s mortg. 5% bonds,.due 1929, are 
callable Oct. 1, 1913, at 105, and it is believed 
Co. will exercise this option. These bonds 
are now selling above 104. With these two 
underlying issues out of the way, the $35,- 
000,000 Pacific Tel. 5’s will be an absolute 
first and closed mortgage on all property of 
the Co., which will then be one of the 
strongest telephone cos. financially on the 
Pacific coast. 


Pennsylvania R. R—*EARNINGS. To 
end of Sept. Co. earned about $30,740,000 
for its stock, and if last quarter 1912 is no 
better than last yr., full yr. will show at 
least $41,000,000. Further income will be 
available from the Penn. Co., all of whose 
stock is owned by Penn. R. R. Penn. Co. 
ays 7% div., with surplus last yr. of over 
$4, 000, which really belonged to Penn. 
R. R. This yr. Penn. Co.’s surplus, after 
divs., will be over $5,000,000, even after 
heavy increase in maintenance. Hence 
total earngs. of Penn. R. R. may be con- 
sidered about $47,000,000, with which to pay 
$26,233,000 in divs. 


Peoples Gas.—*MAY BE ABSORBED. 
Rumored that Illinois Northern Utilities 
Corporation will absorb Peoples Gas, and 
that Ogden Gas will issue two collateral 4% 
bonds for every share of Peoples Gas, mak- 
ing $70,000,000 collateral bonds, and the 
Utilities Corporation will then take over 
both companies. Peoples Gas has per- 
petual franchise in Chicago. 


Pere Marquette.—* MORGAN CONTROL. 
J. P. Morgan & Co., holders of $11,000,000 
of com. stock, have put Mr. Felton in 
charge of operation. Co. has done in- 
creasing business for some yrs., but large 
operating ratios made receivership inevi- 
table. Morgan & Co. hold whip-hand in any 
reorganization, but large New England 
ownership of pfd. stock would be recog- 
nized. Definite plan will be delayed until 
earning power has beén demonstrated under 
proper operating conditions. 


Pressed Steel Car—fPOSITION OF 
COMPANY enables it to benefit by pres- 
ent large equipment business. Co. has paid 
off all its serial bonds and is now without 
debt; has largest facilities, and now has 
estimated capacity of about $50,000,000 
gross business a yr. In 1907 Co. earned 
13% and in 1906 17% on com., even with 
over $2,000,000 bonds outstanding. 

Pullman Co.—jLABOR CONDITIONS. 
Official states that last yr. it was difficult to 
get orders to keep 5,000 men at work, but 
now, with over 10,000 on payrolls, capacity 
is sold so far “ahead that 15,000 could be 
employed if available —*DEVELOPMENT 
OF CO. Pullman showed 10.7% gain in net 
last fiscal Yyr., through increase in gross and 
decrease in expenses. Total income broke 
previous record. Increase in depreciation 
allowance over 1911 was 53.1%. Within 
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two yrs. book value of plant has increased 
$26,160,352, or 34.8%, and working capital 
by $3,295,560. Co. owned and controlled 
6,229 cars at beginning of fisc. yr. against 
4,742 three yrs. ago. 


Reading —*EARNINGS. First quarter 
of fisc. yr. Reading had largest surplus on 
record, $3,840,727 after fixed charges, an 
increase of $2,749,990, and exceeding best 
previous Sept. quarter by $850,000. Should 
Co. merely hold its own, remaining nine 
mos.’ earngs. on com. will exceed 15%. The 
three mos’. gain of $2,750,000 equals 3.93% 
on com. 


Republic Iron & Steel.—*PRODUCTION 
in Oct. was at annual rate of over 1,000,000 
tons pig iron and 900,000 tons steel, which 
is close to theoretical capacity of Co. Oct. 
orders showed increase proportionate with 
that of U. S. Steel Corporation. In past 
seven yrs. Co.’s plants have undergone a 
complete change, from iron and iron prod- 
ucts almost exclusively, to steel manufac- 
tures, while production has been going on. 
This has been done largely out of earngs. 
With modern methods and machinery, Co. 
can produce as cheaply as any steel plant 
in the country. Its excellent organization 
at present time is largely responsible for 
phenomenal increase in earngs. last six 
mos. With resumption of regular quarterly 
pid. div. Jan. 1, arrears are only 54%. 


Rock Island Company.—}DIVIDENDS. 
From showing last fisc. yr., divs. on pfd. 
stock of Rock Island Co. (the holding Co.) 
are not in sight. The operating Co. earned 
5.13% on $75,000,000 stock against 7.26% 
previous yr. Rock Island Co. owns $71,- 
339,500 stock of C. R. I. & P. R. R., and 
last yr. received $3,567,441 in divs. Other 
income brought total up to $3,591,677. Af- 
ter paying expenses, taxes, and bond inter- 
est, balance applicable tax on R. I. Co.’s 
pfd. stock was $273,384, or 54c. a share on 
the $49,947,400 stock. The operating Co. 
disbursed nearly all available income in 
divs.,~balance to profit and loss being only 
$106,636. 

Seaboard Air Line—*POSITION OF 
CO. Since 1908 bonded debt has increased 
only $16,424,000, while equipment obligation 
decreased $1,300,000. Book value of prop- 
erty has increased $26,715,000, with actual 
increase in efficiency and facilities of many 
times that amount, as the larger part of 
improvements ingthe past five yrs. have 
been charged direct to current earngs. and 
maintenance expenditures have increased 
steadily. Improvements still necessary will 
take about $5,000,000 in next two yrs. In 
past five yrs. traffic has increased over 50%. 

Sears-Roebuck.—*POSSIBLE MELON. 
Large stockholder says melon, when it 
comes, will be at least 33%. Co. now has 
on its books over 7,000,000 customers who 


have bought something within a yr. Oct. 
earngs. 68.3% over Sept. Yr.’s gross will 
against $64,112,000, 


be over $75,000,000, 
1911. 





















Sloss-Sheffield Steel & Iron.—*BUSI- 
NESS PROGRESS. Last yr. showed defi- 


cit of $64,351 after pfd. div. First ten mos. 
of this yr. will wipe out this deficit and 
leave a small margin for the com. The Co. 
has all the business it can handle, with a 
monthly output of about 35,000 tons, and 
five out of seven furnaces in operation. 
Improbable that divs. will be resumed on 
the com., as directors are conservative and 
a large amount of money is going back into 
the property. 


Southern Railway.—*A NNUAL REPORT 
for yr. ending June showed over 3% on 
com, and demonstrated wonderful recuper- 
ative power. Gain in gross was about 
$3,250,000, and in net $600,000 over 1911. 
Cash balance was over $13,000,000, which is 
more than enough to pay the outstanding 
note maturing Feb. 1, 1913. Working assets 
$32,600,000, or about $7,000,000 more than 
1911. The report is the most favorable in 
the history of Co. 


Standard Milling —*GROWTH OF CO. 
Fisc. yr. ending Aug., Co. earned 9.8% on 
pfd. stock, which would permit 5% divs. on 
pid. and 2% on com. Surplus now $3,622,- 
357 against $3,375,969 last yr.; working capi- 
tal, $270,000. Last yr. was largest in his- 
tory. 


St. Louis, Iron Mountain & Southern.—* 
EARNINGS. For fifteen yrs. this road has 
stood between Missouri Pacific and bank- 
ruptey, contributing to parent Co. 90% of 
divs. paid. Yr. ending Sept., Iron Moun- 
tain’s net was $2,541,000 and Missouri Pa- 
cific $1,802,000. Decline of $57,950 in other 
income resulted from failure of Wabash to 
pay interest on refunding 4% bonds, of 
which Iron Mountain owns $2,913,000. Also 
owns $23,703,000 se¢ond mortg. bonds of 
Texas & Pacific, on which there has been 
no return since 1908, and $5,652,400 Wabash 
stock on which no divs. were ever received. 
Last yr. the Co. received less than 1.3% on 
its investment in other properties. (See 
Missouri Pacific.) 


St. Louis & Southwestern.—*PROSPECT 
OF COMMON DIVIDENDS. In view of 
rapid growth, many expect divs. on the 
com, next yr. Yr. ending June, balance for 
com. was about 334%. Surplus for div. was 
$400,000 over 1911. Maintenance expenses 
were reduced 18% on way and structures, 
but increased 54% on e~ ‘pment. Addi- 
tions and betterments were $2,892,102 for 
the yr. Property is in good physical con- 
dition and in shape to care for the large 
tonnage offered. 


Texas Co.—*DIVIDEND PROSPECTS. 
Net earngs. are larger than last yr. and 
would seem to justify 8% divs. Prices of 
all products are higher than for several yrs., 
while cost of handling business has been re- 
duced, mainly through development of new 
business territory. 


Third Avenue—*PURCHASE OF NEW 
YORK CITY INTERBOROUGH STOCK 
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(13,560 shares) was authorized by Public 
Service Commission. This will give Third 
Ave. total of 42,210 shares out of 50,000. 
Co. also intends to buy $259,000 Ist mortg. 
bonds additional, which would leave only 
$30,000 held by outsiders. N. Y. C. Inter- 
borough was organized to build feeders to 
subway and elevated lines in the Bronx, 
and has never paid divs. 


Toledo Railways & Light—*REORGAN- 
IZATION plan has been agreed upon. 
Stockholders have privilege of paying $7.50 
a share, receiving $7.50 in pfd. stock and 
$43 in com. stock of new Co. If they do 
not pay the assessment, they will receive 
$13 in new com. stock for each $100 old 
stock. Bondholders will waive five yrs’. 
back interest and take pfd. stock in the 
new Co. par for par in exchange. Turning 
the property over to Utilities Improvement 
Co. to be operated by Doherty Operating 
Co. may be one of the best moves in re- 
organization. 


Twin City Rapid Transit.—*EARNINGS. 
Balance for com. for nine mos. equals 8.43% 
against 8.42% last yr., or at annual rate of 
11.16%. This indicates liberal balance over 
div. this yr., as for some yrs. past. 


Underwood Typewriter.—*PROSPECT 
OF DIVIDEND INCREASE. Net earngs. 
for 1912 will be about 40% over 1911, or 
$1,800,000 against $1,277,000 for 1911 and 
$770,000 in 1910. Plants are operating at 
capacity, and contracts extend far into next 
yr. Stated that the Co. will increase div. 
rate next yr. from 4% to 6%. This increase 
was expected at Nov. meeting, but it was 
decided to close up 1912’s business first. 
Present profits are five times pfd. div. re- 
quirements, or 15% on com. after pfd. div. 


United Fruit Co—*LESS COMPETI- 
TION is now niet from Atlantic Fruit & 
Steamship Co., which has lost s- heavily 
that it is now facing reorganization. United 
Fruit net earngs. for yr. ending Sept. about 
$200,000 over 1911. Net profits from sugar 
were nearly four times those of 1911. 


United Light & Railways —*EARNINGS. 
Three mos. ending Sept. showed a gain in 
gross of 934%, in net 13%%, and 30%% in 
surplus over charges. Balance for com. is 
at the annual rate of about 9.4%. 


U. S. Light & Heating Co.—*NEW OR- 
DERS received for over $5,000,000 worth 
of automobile equipments. Directors said, 
“This branch of our business should prove 
highly profitable and one of continued 
growth. Over 200,000 new automobiles are 
turned out annually in this country. Con- 
tract for heating and lighting systems in 
Puliman cars is permanent, as there are 
several thousand cars yet to be equipped, 
and Pullman Co. turns out two or three new 
cars daily. Order from New Haven R. R. 
was a good one, and may result in further 
orders for installation of our system on cars 
of Boston & Maine.” 





122 


U. S. Smelting —*PRESIDENT SHARP 
SAYS: “We are now producing from three 
mines between 60,000 and 65,000 tons of 
coal per mo., and by the time our road is 
completed we should be in position to ship 
at rate of 1,000,000 tons per an. The ex- 
perts tell us that we have in this coal prop- 
erty at least 150,000,000 tons of coal. The 
seam varies in width from 20 to 30 ft. and 
will require no timbering. ~ Within five yrs. 
I hope to see our output up to 3,000,000 
tons. It has been estimated that the profit 
on this tonnage should carry out $10,000,000 
investment, as well as yield profits substan- 
tially equal to present pid. and com. divs.” 
This refers to additional $10,000,000 invest- 
ment, about half for construction of ninety- 
mile railroad from mines to Union Pacific 
and Denver & Rio Grande roads at Provo, 
Utah. Co.’s net earngs. for Oct. were nearly 
$400,000. Annual net before depreciation is 
at rate of about $5,500,000, from which Co. 
will deduct about $1,000,000 for depreciation, 
new construction, etc. Co. is paying $3 in 
divs., but earning nearly three times as 
much. 


U. S. Steel—;}EARNINGS FOURTH 
QUARTER will probably be $35,000,000 
net, increase of about $5,000,000 over third 
Total net for 1912 should be about 


quarter. 
$108,000,000, which would leave surplus 
above depreciation, divs., bond interest, 


constructions, etc., of about $5,500,000. De- 

eciation charges this yr. will be about 
$23; ,000, allowing $6,200,000 for last quar- 
ter. This would be largest depreciation 
since 1907.—*Unfilled orders Oct. 31, 7,594,- 
381 tons against 6,551,507 Sept. 30, and 
3,094,328 Oct. 31, 1911. 


Virginia Iron, Coal & Coke—ANNUAL 
REPORT for yr. ending June shows deficit 


of $373,040, about the same as for three 
preceding yrs., owing to low prices. Co. 
owns about 120,000 acres of high-grade coal 
lands and to date less than 100 acres have 
been developed. Co.’s coal property has 
increased in value 16% in the last seven yrs. 
and funded debt has been reduced from 
$7,600,000 to $5,275,000. 


Virginian Ry.—*ANNUAL REPORT 
shows deficit for yr. ending June of $748,- 
400. Large reduction in fixed charges be- 
came effective May 1, in connection with 
sale of $25,000,000 new Ist mortg. bonds, 
retiring floating debt and equipment obli- 
gations. Excess of income last yr. over 
present interest charges was about $392,000. 


Wabash R. R—fANNUAL REPORT 


shows results of six months’ receivership. 
Property was run down so that $14,000,000 
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5% receiver certificates were issued for 
maintenance, which swelled fixed charges. 
Report does not include interest on first 
refunding and extension bonds, Jan. 1 to 
June 30, amounting to $642,040, hence real 
deficit would be $2,864,597. Total profit and 
loss deficit, $8,041,580. Position of Co. is 
very weak from stockholders’ point of view, 
but receivers are taking a wise course in 
building up the property.—*Oct. gross was 
131%4% over 1911, heaviest business in Co.’s 
history. About 60 miles of new double 
track will be operated from Nov. 1, and 
other stretches later. 


Westinghouse Electric & Mfg. Co.—* 
ASSETS. Co. owned $1,700,000 stock of 
Canadian Westinghouse, and values it at 
$100 against market price of $140, making 
$700,000 additional surplus. Com. stock of 
all European Westinghouse Cos. are given 
book value of $1, but increase in electrical 
manufacture in Europe will in time give 
these stocks considerable value. All these 
Cos. are more than paying their way. The 
four principal Westinghouse Cos.—West- 
inghouse Electric, Westinghouse Machine, 
Union Switch and Signal, and Westinghouse 
Air Brake are employing in Pittsburgh dis- 
trict 24,000 people against 17,600 last yr. 


Western Union.—j;COOPERATION 
with American Tel. & Tel. and _ inter- 
change of messages, with establishment of 
telegraph letters, have increased gross 
earngs. from $35,478,793 in 1911 to $41,661,- 
439 in 1912. All earngs. above present 3% 
div. will be carried to reserves. Expenses 
and taxes increased from $30,053,631 in 1911 
to $36,063,836 in 1912. Salaries and wages 
increased 19.9%.—*Present plan is to build 
up a reserve of about $25,000,000 before in- 
creasing divs. In the'2 mos. that the Co.’s 
reduced press rate cables have been in 
force, receipts have increased 200%. 


Wheeling & Lake Erie —*REORGANI- 
ZATION PLAN as now tentatively drawn 
up makes market value of Wheeling Ist 
pfd. only $23.90 a share, or $12 under mar- 
ket quotation. Wheeling stocks will not be 
assessed, but will be given option on addi- 
tional securities on cash. payments. Actual 
distribution in reorganization, exclusive of 
option, will give new stock approximating 
$18 market value for first pfd., $14 for 2nd 
pfd., and $10 for com, Market value of 
additional securities on exercise of option 
and payment of cash, $5.90 for Ist pfd., and 
pro rata for 2nd pfd. and com. Any at- 
tempt to assess Wheeling shares will be 
fought by minority interests, who contend 
that the road should have been taken out of 
receivership mos. ago. 
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This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Anaconda - Amalgamated—*Directors of 
the Amal. Co. at their meeting had before 
them earnings statements of Anaconda— 
now the sole operating Co.—showing Amal. 
to be earning on the present price of copper 
very nearly $11 per share. As Amal. has 
in its treasury two shares of Anaconda for 
each of its own outstanding shares—the 
exact proportion being 3,132,500, and 1,538,- 
879—it is easy to see that Amal. can con- 
tinue to pay $6, so long as Anaconda is 
earning over $5 per share. These earnings 
are figured on an output of 280,000,000 Ibs. 
of copper per ann., a cost of 9¥%c., and 
selling price of 173%4c. One closely identi- 
fied with Anaconda-Amal. interests says: 
“There is no reason why stockholders in 
Anaconda should not expect to receive 
divs. above present $3 rate, in view of fact 
that Co. is today earning $10,000,000 above 
the $3 div. requirements. 


Bonanza Mines.—*Controlled by the 
Kennecott Mines Co. have paid another 
$2,000,000 div. on $2,500,000 capital. The 
first return on the big investment made at 
the property, and the costly Copper River 
R. R., was early this yr., amounting to 
$1,000,000 Two divs. paid to date total 
$3,000,000 or $500,000 in excess of capital 
Thus far the Alaska property has extremely 
high-grade copper ore available for ship- 
ment, while in addition, the five-cent ad- 
vance in metal prices during 1912 has been 
a most important factor. Up to first of 
Oct:, there had been shipped from Alaska 
24,000,000 Ibs. copper, the Bonanza mines 
contributing the bulk. 


Calumet & Arizona.—*For some time 
the net cost of Cal. & Ariz. copper has been 
under 5c. per lb., making the lowest cost 
copper in the world, and at present rate of 
production of slightly over 50,000,000 Ibs. 
per an. Co. is earning at rate of $6,500,000 
per an. or better than’ $10 a share. A 
prominent director says that he expects a 
6% rate at the div. meeting, which will be 
held about Nov. 26. 


Calumet & Hecla.—*The estimated pro- 
duction of refined copper of the Co. and 
its subsidiary Cos. for Oct. is 11,089,012 
lbs. compared with 10,327,071 Ibs. in Sept., 
10,780,004 Ibs. in Aug., 10,455,387 Ibs. in 
July and 10,676,411 Ibs. in Oct. a yr. ago. 


Chino.—* Based on estimated cost of 6.1c. 
per lbs., and gross copper production for 
Sept. of 3,549,862 Ibs , Co.’s earnings were 
at rate of $4 700,600" or $5.40 per share of 
stock. With entire plant operating, and the 


assumption of no increase in_ production, 
earnings should amount to $7,800,000 per 
an. or per share. Providing present 
plans are carried out, Co. will be placed 
among the list of div. payers before the end 
of current yr. The directors are scheduled 
to meet for div. action about the middle of 
Dec., and from trustworthy sources, it is 
learned that the div. of $1 a share, or at the 
rate of $4 a share per an. is not improbable. 


East Butte.—jCo. has resumed sinking 
shaft, which will be 800 ft. deeper than 
present lowest working. Some of best ore 
yet mined comes from the 1,200-ft. level, 
the average value being about 10%. The 
grade of ore on 800 level is 7%, and pro- 
duction will be maintained around 1,225,000 
of copper a mo. 


Goldfield Consol.—jOct. 30 Co. will com- 
plete its fiscal yr. Co. has been forced to 
cut divi. from $2 to $1.20 a yr. and earnings 
have fallen below even the reduced divi. 
requirements. It is evident that if net 
profits do not improve, another cut in the 
divi. is inevitable. Pres. Wingfield stated 
that Co.’s policy would be to pay divs. from 
earnings as they accrued, retaining cash re- 
serve of not less than $1,000,000. The yr. 
now closing, Co. has had to draw heavily 
upon its surplus, and Co. must be close to 
the $1,000,000 mark, if not already encroach- 
ing upon this sum. With payment of divi., 
Oct. 31, Co. will have disbursed a total of 
$23,838,000 in exactly five yrs.’ time. Co. 
has declared the regular quarterly divi. of 
30c. a share on its stock. 


Granby.—*The annual report was impor- 
tant, mining of 721,719 tons of ore and plac- 
ing in reserve as ‘much ore as taken out. 
Official announcement that earnings are at 
rate of $100,000 per mo. Official announce- 
ment of 5,000,000 tons reserves in the Hid- 
den Creek property, which will net 40 Ibs. 
of copper per ton as against only 18 Ibs. at 
the Phoenix properties. The Hidden Cop- 
per property to date stands the Granby Co. 
$979,000, whereas the liquidation of its 
5,000,000 tons of ore at present prices would 
indicate profits of $20,000,000. The issue 
of convertible bonds will probably be re- 
sorted to, as it will result in the immediate 
payment of divids. (for Co. must be earning 
$10 a share), and were improvements paid 
for out of earnings now, it would mean that 
stockholders would have to go two yrs. 
without divs. 


La Rose.—tFor first 9 mos. of 1912, to 
Oct. 1, production amounted to 2,033,314 
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ozs., with a total gross value of $1,249, sg 
and net of $1,269,586. Expenses $580,791 
leaving a profit of $688,791. As a result of 
earngs., Co. has accumulated a surplus of 
$1, 771, 666, or $1.18 a share. Of this amount 
$1,405, ‘401 represents cash in bank, and re- 
mainder, ore shipments and ore on hand. 
Reserves as of Dec. 31, 1911, were 4,250,861 
ozs., having a gross value of $2,465,499 and 
net value of $1,643,938. These figures were 
based on silver at 58c. an oz. The present 
price of 63c. means additional net profit of 
5c. per oz. on mine’s production. 


Mason Valley.—jIn Oct. Co. treated 
27,319 tons of ore producing 1,646,000 Ibs. 
of copper. Shipments during mo. 1,726,000 
Ibs. ied on Oct. production, Co. is turn- 
ing out at rate of 19,750,000 Ibs. per ann. 
The Mason Val. Smelter began operating in 
fan. 1912, and since that has produced over 

3,000,000 Ibs., the greatest made by the Co. 


Miami.—jCo. gives production of copper 
for first 20 days of Oct. at 1,887,150 Ibs. If 
this rate is maintained for mo., production 
will be 2,920,000 lbs. This compares with 
Sept., when 2,949,000 Ibs. were produced. 
At above rate, Co. is turning out about 
35,000,000 Ibs. per annum. At present price 
of copper metal of 17%c., Miami is earning 
in excess of $3,000,000 per ann., or $4.10 per 
share on the 748, 235 shares of stock. 


Nipissing. —*Co. today is paying its 27th 
cooseuers divi., calling for distribution of 
$450,000. Since july 20, 1906, the total divi. 
aggregate 1514%, equal to $9,090,000. This 
showing is extraordinary, as during the six 
yrs. of Co.’s existence it has returned to its 
stockholders its capital stock one and one- 
half times in the form of divs. In addition, 
the Co. has ore reserves valued at about 
$6,000,000 and has a substantial surplus in 
its treasury. 

Ray Consol.—fIt is estimated that 30,000 
to 40,000 shares of Ray have been taken by 
N. Y. and Western interests in the Co., and 
the great bulk of this stock came from 
Paris. The Am. Smelting & Ref. interests 
are installing furnaces in the Hayden smel- 
ter, to treat 600,000 tons of 4% to 6% ores 
in the Ray. Cen, property, which should be 
available for mining by first of the year. 

—*Co. reports net earnings for the quarter 
ended Sept. 30, 1912, including earnings of 
the Ray & Gila Valley R. R., but excluding 


miscellaneous earnings, $650, 713, as com- 
pared with $481,944 for the second quarter 
of the yr., and $358,625 for the first quarter. 

Utah-Apex.—Annual report of Utah-Apex 
for yr. ended Aug. 31 shows net profit of 
$229,381; $85,305 was charged to deprecia- 
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tion, leaving balance to profit and loss of 
$144,000. Floating. debt, Sept. 1, 1911, stood 
at $66,102, has been extinguished, and in 
addition $45,000 of the Co.’s bonds were 
purchased at 10% discount. Balance sheet 
shows cash, accounts receivable and sup- 
plies, ee to $108,000; accounts pay- 
able, 517. Co. produced during yr. 
34,110 = of shipping ore, 47,945 tons of 
mill ore, and 15,854 tons of concentrates. 
Ore in sight or partly developed in Parve- 
nue ore body is estimated at 100,000 tons. 
being the largest deposit of lead ore in the 
Bingham camp. 


Utah Copper-Nevada Cons.—*Utah Cop- 
per reports for the quarter ended Sept. 30 
last: Net profits, $2,539,584; incr., $1,389,060; 
divs. from Nev. Con., $375,187; total profits 
for quarter, $2,926,470; incr., $1,387,760; 
divs. paid, $1,182,413; incr., $5, 401; surplus, 
$1,744,057; incr., $1,382,359. The total pro- 
duction for the quarter was 29,966,920 Ibs. 
as compared with 28,372,038 Ibs. in the pre- 
ceding quarter, and 24,929,550 Ibs. in the 
quarter ended Mch. 31 last. If the net 
miscellaneous earngs. in Utah, including 
those from the Bingham & Garfield Rail- 
way, were credited to the cost of opera- 
tions, the net cost per Ib. for the quarter 
would be 7.017c. The above earngs. are 
computed on the basis of 16.628c. per Ib. 
for copper, which is lc. less than the aver- 
age net sales price for the period. The 
report of Nevada Consol. for quarter ended 
Sept. 30 in comparison with corresponding 
period last yr. follows: Earngs., $1,816,116; 
incr., $829,182; divs., $749,784; incr., $395; 
surplus, $1,066,332; incr., $828,787; undivided 
profit, $798,135; incr., $697,580. During the 
quarter 18,406,467 Ibs. copper were pro- 
duced, compared with 18,092,439 Ibs. in the 
quarter ended June 30, and 17,578,450 in the 
quarter ended Mch. 31 last. Pres. Eccles 
states: “There has been a material incr. of 
cash on hand. If this general financial con- 
dition prevails at next div. declaration date, 
an extra div. will be declared of as much 
as is not needed for the conduct of the 
business.” 


Copper Notes.—}During 1912 28 increases 
in divs. of copper mining cos.. have. been 
made, 13 by raising their div. rates, 3 have 
paid their initial disbursements, and two 
mines have resumed divs. One co. has in- 
creased its rate four times, two cos. three 
times, and five cos. twice.—*The Copper 
Producers’ statement for Oct. shows stocks 
Oct. 31, 76,744,964, an increase of 13,679,377 
Ibs.; production, 145,405,453: domestic de- 
liveries, 84,104,734; exports, 47, 621,342; total 
consumption, 131, 726,076 Ibs. 


























P ECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving profit from price changes. 








Notes On Office Trading 


Vil—The Trend and the Trading Swing 








with the speculator, definitely, at 

the point where considerations re- 
lating to the “trend” and other+forms of 
“average” indications begin. Recogni- 
tion of the static position of the market 
and study of trend-chart indications are 
matters which directly influence the 


Ts trader begins to part company 


speculator’s operating judgment, and 
very properly so. The trader has only 
an indirect interest in such things. His 


immediate concern is detecting the tech- 
nical position of individual stocks and 
hence the forecasting of intermediate 
“Trading Swings,” which are largely 
the result of temporary and more or less 
purely technical conditions. 

Such swings are merely incidental to 
the course of the larger movements and 
are frequently confined to a few stocks 
at a time. Moreover, those that are the 
most definitely foreshadowed are quite 
as likely as not to be in a direction op- 
posed to the general trend, or may occur 
at periods when the broad-gauge specu- 
lator would be unable to discern any 
definite trend at all. 

A price swing of the kind referred to, 
even when affecting the whole market 
more or less, is frequently not indicated 
by the trend chart until the choicest trad- 
ing opportunities of that’ swing are 
already past. 

The real use of trend charts and simi- 
lar data to the trader is the way in which 
they may affect his diagnosis of the ap- 
parent technical position of individual 


trading stocks. They will give him 
warning of approaching changes in gen- 
eral market conditions and so lead him 
to be on his guard and watch for the 
first signs of a change in the technical 
situation in detail. In the period from 
June, 1900, to November, 1907 (referred 
to in the last Note), there were eighteen 
such changes of the main trend as against! 
eighty or more distinct changes of. the 
temporary trading outlook. In other 
words, the trader would, properly, have 
been bullish and bearish, alternately, from 
a trading point of view,eighty times, while 
the speculator was changing sides only 
eighteen. During the period in question 
my detailed charts record at least five 
hundred separate swings capable of be- 
ing used by the trader who confines him- 
self to the leading active trading stocks. 

From the trader’s point of view, there- 
fore, it may be said that the general 
trend only interests him indirectly, and 
that he must go to the price movements 
of the individual stocks for guidance in 
the immediate formation of his trading 
judgment. 

* * * 

The ordinary fluctuations of an active 
stock can be classified for trading pur- 
poses under two heads: 

(1) Those constituting a “trading 
position” or “area,” during which the 
price oscillates within the limits of some 
particular range, only momentarily ex- 
ceeding it; and, 

(2) Those constituting a “swing,” 
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when the price moves more or less con- 
tinuously in a given direction until it 
reaches another trading position. 

These trading positions are important 
objects of the trader’s study. They fre- 
quently represent a considerable amount 
of backing and filling around a given 
price level, and it is then that the foun- 
dation is laid for the succeeding swing. 
It is possible in many cases to deduce the 
direction of the coming swing with con- 
siderable certainty. It will be seen later 
that, generally speaking, it is easier (with 
one exception) to foretell downward 
trading swings than upward ones. 
Moreover, it usually takes more manipu- 
lation to prepare for a declining main 
swing than for an upward one. The 
reason is simple. It takes no time, nec- 
essarily, for the “right people” to gather 
in all the stock thrown at them in a panic 
or at the bottom of a slump, but it re- 
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quires a good deal of work to get rid of 
it again around high figures! The same 
principle applies to the intermediate 
movements, and to the movements of 
individual stocks. 

Few traders seem to realize how many 
trading swings occur during one major 
movement, nor how divergent the action 
of the active trading stocks frequently 
is among themselves and as compared 
with the general trend. Almost the only 
time when practically all stocks move to- 
gether is at the culmination of a panic or 
(usually) in a slump at the end of an 


1 Mes. 
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intermediate decline of importance. The 
number of points passed over during 
these swings, also, is usually greatly in 
excess of the number of points included 
between the extremes of the general 
movement of which they form part. 
The accompanying diagram shows the 
swings in Union and Reading from 
November, 1911, to August, 1912, and a 
ten-stock trend diagram for the same 
period. This diagram should be ‘com- 
pared with the daily high and low charts 
of Union and Reading and with the daily 
trend chart. It will be seen that there 
were four upward and five downward 
swings in Union and six upward and 
four downward swings in Reading, 
in the ten months. The nine swings in 
Union covered about 78 points and the 
ten swings in Reading about 105 points. 
The swings in Union occupied rather 
more than half the whole period, and 


1 Apr. i “may [ June {July 


fF Union & Ras. 


of to octee Stocks, 


the swings in Reading rather less than 
half. 

The swings as shown on the diagram 
by no means include all the upward and 
downward movements that occurred, nor 
do they always cover the full extent of 
the swings. A trader must necessarily 
“trade for turns” until he observes defi- 
nite technical indications of the beginning 
of an actual swing. From that point he 
will, of course, endeavor to follow the 
move. In the same way he may be con- 
strained to resume in-and-out trading 
before a swing is really completed. 
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Principal Swings in Ten Stocks for One Year. 


NOTES ON 
Swings 

Total Technically 

Stock. Swings. Indicated. 

Stet... 11 swings 8 swings 
Union ..... | ee ” 
ae SOG «3 ~~ wr 
Reading ... 17 “ 6 
ee — 
Lehigh ..... S* So 
PE savas Eat SS. 
Cove Gh. .s,. Ae. es 
Smelters ...15 “ 
Amalg. ....14 “ Paps 

Total ......131 swings 92 swings 


Certain details of this diagram call for 
comment in the present connection. It 
will be noted that Union made its high- 
est point at the end of November, 1911, 
whereas Reading continued to advance 
till May, 1912. Union, again made a 
low point at the end of January at the 
time that Reading was maintaining a 
new high level. Union started up again 
in February, and had progressed some 
distance before Reading got ready to re- 
sume its advance, and started on its de- 
cline while Reading was still holding up. 
The swings of the two stocks were op- 
posed in July. It will be noted that in 
practically all these cases the indications 
of the trend line would have been inde- 
terminate, if not positively misleading, 
as a basis for actual trading operations. 

This diagram does not include the 
period when the main turn was made— 
during the latter part of September, 1911 
—and purposely so. The idea is to illus- 
trate the material the trader has actually 
to deal with. He wouldn’t do much 
trading if he must watch and wait for 
the main turning points! 

The ten-stock “average” diagram is 
drawn to the same scale, both vertically 
and horizontally. It will be seen how 
little direct assistance in actual trading 
could be deduced from such data. 

The swings of Union and Reading 
shown were forecasted in actual trading 
in the case of those marked F, and all 
four swings in July and August were 
clearly foreshadowed and had I been 
trading (instead of recuperating on the 
“briny deep”) I should doubtless have 
diagnosed some of them. 

My assistant has worked out the 
swings in ten active stocks for the past 


Points Average Per cent. of 

Covered Size of Swings 
by Swings. Swings. Forecastable. 

85 points 7.3 points 73% 
hy > Tl 80% 

49 “ | Sis 55% 
ae Se 82% 

65 ee 66% 

97 * ae 64% 

70 60 “ 75% 

52 46 “ 64% 

9 * 64 “ 66% 

— —_— 80% 
754 points 63points 6% 


(Average) (Average) 


year that were technically foreshadowed 
with the result shown in the accompany- 
ing table: 

This table emphasizes the arguments 
made at the outset of this Note, and cor- 
roborates the conclusions drawn from 
the analysis of the diagram. Casual 
observation might cause one to think 
that all stocks suitable for active trading 
moved more or less together—which is 
true, in a measure, of their small, day-to- 
day fluctuations. But that is not enough 
for the trader. He has to decide upon 
the immediate, local trénd and then has 
to select the stock which shows technical 
indications of being likely to participate 
when the trend (i. e. tendency to move, 
not the movement itself) materializes 
into a swing. 

Sixty per cent. of the tabulated swings 
were thus technically foreshadowed more 
or less distinctly, and it is perfectly easy, 
now, to see that such was the case. But 
seeing how past movements might have 
been forecasted is not quite the same 
thing as foretelling a coming swing. 

If a trader succeeds in diagnosing the 
situation in this regard half the time, and 
then profits to the extent of half the 
amount of the swings correctly antici- 
pated he will be doing better than I ever 
could! I happened to do better than 
this during the eight months under con- 
sideration (see diagram), but my aver- 
age experience has not been so good, by 
a good deal. 

In a succeeding Note, in connection 
with the study of fluctuations and vol- 
umes, I shall point out the nature of the 
indications of approaching trading 
swings which have helped me.—B. 

(To be continued.) 














A Little Campaign In Lehigh 


By H. H. LAKE 





wide movements in Lehigh Valley, I 

decided to confine my trading to this 

issue. I had about determined to sell 
it short at the time it advanced to 18674, when 
I was deterred by the announcement of the 
formation of the Lehigh Valley Coal Sales 
Company. Remembering the course of a good 
many stocks subsequent to the time “rights” 
were announced, I decided to hold off for the 
time being. I felt sure that something im- 
op was being planned as I could see the 
and of the giant manipulator. This prom- 
ised plenty of action. 

Finally the day arrived when it sold ex- 
dividend. 19 points, the opening price being 
around 166 ex-dividend. After a rally to 167 
or so, it sagged off, but I was fearful of a 
run-in of the shorts, so I watched its descent 
to the neighborhood of 156. After this 
low level it rallied about three points, this be- 
ing the first important rally since the ex- 
dividend price was reported. 

Then followed some quiet working up and 
down over a one point or two range around 
the 157 to 158 level, where it worked so long 
without breaking that I decided it was time to 
buy. Accordingly, I entered an order to purchase 
at 157 with a stop at 156, and was fortunate 
enough to have my order filled without the 
stop being caught thereafter, as it immediately 
rallied to 158%. Dropping back a point or 
so, it rose sharply to around 159. 

This strengthened my conviction that the 
bottom had been witnessed and an upward 
campaign was on, regardless of the course of 
the rest of the market, Lehigh Valley being 
an independent mover and to all appearances, 
ee manipulated. 

elt certain that if the stock continued to 
show a rallying tendency my position would 
be confirmed, so I entered another order to 
buy on stop at 160. After another small re- 
action it rose easily to that figure and I secured 
my second lot. 

The advance continued without interruption 
to the 164 level, enabling me to raise my stop 
on. both lots to 160. Then came a reaction 
of a couple of points with another rally to 
the top and a second dip to about 162. I felt 
that this working up and down over a two- 
point range was distinctly characteristic of 
bullish manipulation in a stock of Lehigh Val- 
ley’s character, so I stood pat, confident of the 
outcome, 

After a rise to 164 again, followed by a 
reaction of a point, full steam was turned on 
resulting in a vertical rise to 167. This made 
me very confident that we were in for a good 
big campaign and that insiders had picked up 

the stock around low levels as there was 
little oe to the rise. Ten or eleven 
points is a whole lot in some stocks, but to 


Bev impressed with the. activity and 


the people behind Lehigh this is a small swing. 
I therefore felt that the stock was a purchase 
on all reactions. 

There was quite a little for sale from 166 
to 167—enough to produce a reaction of 3 or 
4 points. Here I became a little nervous and 
raised my stop to 161 on all of my holdings, 
but I was almost immediately reassured by a 
rally to 16574, and the stock acted as though 
it would go further. After seesawing between 
164 and 165 again, it ran up to 166, then 
flashed up to 168%, a point or so above where 
I expected it to go. As this was going pretty 
fast and the rise was accompanied by a large 
increase in the volume of trading, I felt that 
a considerable reaction was necessary to cor- 
rect the technical situation. So as Lehigh be- 
gan to droop, I sold 100 at 167%, my profit 
being 734 points net. 

The reaction ran to a little below 164, then 
followed a rally of about 2% points and an- 
other dip to the same level. Here I felt that 
there would be either a further decline or a 
rise to a new high level, so I moved my stop 
on my remaining 100 shares to 163 and en- 
tered an order to buy on stop another 100 at 
166. In this way I made sure that my profit 
would not shrink any further than was rep- 
resented by the 163 price, and if the movement 
should be upward, I would be taking back at 
166 the 100 I had sold at 167%. After working 
up and down twice more in the 164 and 165 
level and reacting to 163% (within ™% point 
of my stop), the price rose up past 166, putting 
me long automatically at that figure. 

The advance continued to 170%, then it 
began to seesaw between that figure and 169. 
I suspected some inside selling and closed out 
100 to 170, 

At this point the general market looked very 
much like a severe break. It had been rising 
for a considerable time and was now hover- 
ing around the topes without making any fur- 
ther progress on the up side. I had 11 points 
profit to my credit on what had been closed 
ont beside my paper profit on the 100 still 
neld. 

The market started downward with a jerk 
and Lehigh dropped off sharply to 167, and 
after thinking it over carefully I decided to 
stay long of the remaining lot on account of 
the tendency of this stock to move independ- 
ently of the general market. However, I 
moved my stop to 164 so that all my profits 
could not be wiped out. The balance of the 
market looked pretty bad at this juncture and 
there was every indication that my stop would 
be caught, but I determined to sit tight rather 
than run the risk of losing my opportunity 
should the stock advance. After breaking be- 
low 167, rallying to 168, and a fraction, then 
dropping off to 16534, it again rallied to 167. 
Here I moved my stop up to 165 and as the 
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stock was now in the same position as when 
it was between 163 and 166, indicating that 
if it started up from this_level I had best go 
with it, I entered an order to buy on stop at 
168. When this order was given, the price 
stood at 167, and I decided that if it declined 
a point from that level I would cancel my 
buying order at 168 because of the indicated 
weakness. But I got the 100 at 168 all right 
and then raised the stop on both lots to 166. 

Almost immediately tremendous transactions 
began to appear on the tape and the stock 
soared to 171, 172, then a jump to 176, and 
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finally reached 178% before reacting as much 
as a point. The heavy volume, the excited 
tape, the reaction to 177 and the rally to 178, 
followed by another reaction of a point, de- 
cided my course of action: I had a splendid 
profit and would be a fool to let it get away. 
Reasoning thus I dumped the two lots over 
at the market and received 177% for both. 

My profit on the first lot, which I carried 
from 157, was 20 points. On the last lot 
bought at 168, 9 points were added to the first 
two of 11 points, giving me a total on all trades 
of 40 points. 





A Retired Broker’s 





Letter to His Son 








Y DEAR BOY: 

I dropped in at your office 

about noon today and found 
that you were out to lunch. Sorry to 
have missed seeing you, but I had some 
matters that required my attention be- 
fore the five o’clock train, and couldn’t 
wait. 

Incidentally I noticed very few people 
in yours and the other two brokerage 
offices I visited; from this it is plain that 
the public is not in the market. Yet a 
number of stocks seem to find buyers at 
new high prices daily. 

But the real cause of this outburst of 
correspondence is the little red Russia 
leather covered book which I saw lying 
on your desk—your chart book. From 
this I observe that you are studying the 
market, and I therefore want to impart 
a few kind words which may keep your 
top-piece from wabbling when you are 
on this trail. 

As a concrete history of market move- 
ments charts are all right, but very often 
they are productive of brainstorms. 

Don’t wear your young life away keep- 
ing too many of them, for I have found 
people who keep the most charts make . 
the least money. Somehow they grow so 
stuck on what their charts indicate that 
they are blind to what is actually going 
on in the market. 

I’ve been through this chart game 
from Genesis to Revelation, and while 
charts generate a lot of ideas, it is a reve- 
lation to you when at last you learn that 
the fewer and simpler the better. 


Use your charts to reinforce your 
memory ; that’s all. 

A weather vane is, as you may have 
perceived, an instrument for showing 
which way the wind is blowing. Mark 
you, is. No one has yet invented one 
which will indicate which way it is going 
to blow. And unless you can learn from 
your charts this predominating requisite, 
go out on the hills of Hoboken and feed 
your little chart book to the Billy goat 
who seems most in need of nourishment. 
My ground for this suggestion is, the 
goat might better get your charts; other- 
wise the charts are liable to get your 
goat. 

The easiest way to make money on a 
chart is to play it backwards; that is, 
look back and see where you certainly 
would have bought and sold, then figur- 
ing your profits is only hampered by the 
size of your paper. 

There are only two objections to this 
kind of trading: (a) you can’t spend the 
money you make, and (b) it is difficult 
to duplicate your marvelous financial 
feats when you have the real wampum 
at stake. 

Funny, but it’s true. 

Judging from the numerous pages in 
your little red book devoted to the ups 
and downs and other wriggles of Steel, 
Copper, Reading and others, you are a 
confirmed chart-ite. Far be it from me 
to discourage you from any chase upon 
which you are intent, but a few well- 
chosen words of advice may help lubri- 
cate ‘your way to success. Mind, you 
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may not get there in just the way you 
expect—we frequently aim for the tree 
top and hit a lark. All such study is 
helpful. 

Having been through the chart propo- 
sition from A to Izzard, I would say: 

Look upon your charts as concrete 
stock market history and remember that 
history seldom repeats. 

Refresh your memory from your 
charts, but don’t swear by their indica- 
tions ; they’ll fool you too often. 

Cut out the newspapers and news slips. 
Otherwise you may be unable to follow 
your judgment plus_your charts. 

Always limit your.loss to one, two or 
three points. Remember that you may 
thus lose occasionally by having your 
stops caught, but your paid-for-in-full 
investor is the only bird that ever gets 
soaked for a hundred points. 

Don’t buck the trend. The market 
doesn’t give a hang what you think; it 
goes serenely on its way. Go with it. 
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Having got your trend right, buy only 
on dips and sell on strong spots. 

Never let a one point profit or more 
run into a loss. 

Don’t be influenced by the opinions of 
others. They don’t know what you are 
trying to do. No two trade alike. The 
man who predicts a panic may eventually 
be right, but that won’t prevent your 
making profits on the long side in the 
mean time. Some people have been pre- 
dicting this sort of trouble for four years, 
but it hasn’t come yet. 

Above all, don’t be a dabbler or a 
quitter. Go into this and anything else 
you tackle with all the energy you en- 
dowed yourself with when you selected 
me as your paternal ancestor. Don’t ever 
let me hear you say, like the Dutchman, 
“Py chiminy, it can’t be did!” 

So here’s hoping your charts may en- 
able you to fathom the troubled waters 
of finance. Your affectionate 

GOVERNOR. 








When to Use Stop Loss Orders 


Suggestions by Correspondents 








| of THe MacaziIne oF WALL 


TREET : 
There is a fable about an ass starv- 
ing between two bundles of hay because 
he could not decide which of them he should 
- first. Even the more intelligent person, 
who does not want to act blindly in such a 
dangerous business as stock trading and who 
decides to read up about this subject, is con- 
fronted by such a variety of conflicting views 
that he really feels lost sometimes, like the 
ass in the fable, and cannot decide which 
opinion to follow. 

Take, for instance, the question of buying 
on a scale down, or the still more important 
question of stop loss orders. THe MAGAZINE 
or WALL STREET as a mirror reflects any pos- 
sible opinion about the technique of stock trad- 
ing. You could hardly find a single number 
of this magazine in which the stop loss ques- 
tion would not be discussed in some way. And 
this endless discussion itself shows how hard 
it is to come to a definite conclusion about it. 

One student of the market says, “Don’t dare 
to trade without a stop loss order, otherwise 
you will go broke sooner or later.” Another 
authority of just as much weight is against 
stop loss orders. He advises you to put up 


a 25 per cent. (not 25 point) margin and 
consider your profits assured. 

And really stop loss orders often mean buy- 
ing on bulges and selling on breaks. A stop 
order can shake you out of your stock at the 
very bottom of a reaction and then you are 
apt to present a beautiful sight of an ardent 
bull without stocks watching a runaway bull 
market, craning his neck for reactions to load 
up. And those reactions. never come when 
you want them. On the other hand, where 
would you come out with a 25 per cent. margin 
if you had the misfortune to buy stocks in 
January, 1907, when the great decline began, 
when Amalgamated declined from 120 to 42, 
Smelters from 154 to 58, Steel from 50 to 22, 
Union Pacific from 182 to 100, Reading from 
150 to 68 and so on? Well, 1907 was a panic 
year. Even the half-blind could see signs of 
the coming crash written on the wall. 

But here is a. more striking example: In 
January, 1910, after the magnificent rise of 
1908 and 1909, the fundamental conditions of 
the country were so good that very many 
serious students of the market, if not all Wall 
Street, believed in a continuation of the bull 
market and in still higher prices. 

If a man loaded up then with stocks, even 
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5 to 15 points below the top prices of the just 
passed bull market, on a 25 per cent. margin, 
he would have the pleasure of seeing his Steel 
decline from around 90 to 62, Union Pacific 
from 204 to 152, Amalgamated from 90 to 56, 
Smelters from 104 to 62, etc. Certainly he 
would lose all his capital in such a movement. 
And did not, in 1911, Amalgamated decline 
from 71 to 44, Steel from &2 to 50, Union Pa- 
cific from 192 to 153, and ali this almost with- 
out a halt in two months? Don’t forget that 
i910 and 1911 were not extraordinary years, 
nor panic years; such movements can happen 
any time. 

Of course, all this supposes buying near the 
top. But there is always somebody buying at 
the top and there is hardly any constant trader 
who has not passed through this troublesome 
experience. 

This is why the beginner feels, between the 
conflicting views of the methods of trading, 
as the ass felt between the bundles of hay. 
He prefers sometimes financial starvation to 
operating in the market without a well estab- 
lished opinion of what is the right and what 
the wrong method. 

The truth is, it seems to me, that those two 
methods, the stop loss order and the 25 per 
cent. margin principle, are both right, and it 
omy a question when and how to use them 

th, 

In a word, if the price of a stock is lower 
than its intrinsic value, buy it on a scale down 
on a 25 per cent margin, and don’t use stop 
loss orders. If the price is higher than intrinsic 
value, make your purchase all af one time, 
don’t average, and never buy without a 2 or 
3 point stop loss order. 

Dr. Marx J. Wiss. 

Ep. Note.—An excellent point is brought 
out in the above letter, namely that the trader 
should use stop orders unless he is buying at 
a price which he believes to be below the in- 
trinsic or normal value of the stock which he 
purchases. It is not always easy to decide what 
the intrinsic value of a stock is, and for this 
reason the purchaser who does not use a stop 
order would not in all cases be entirely safe 
in depending upon a margin of 25 per cent. 
Changes in business conditions subsequent to 
his purchase might reduce the intrinsic value 
of his stock to a point where 25 per cent mar- 
gin would be endangered. If perfect safety 
is desired, it would be necessary to use at 
least 50 per cent margin on all such purchases, 
and in most cases it is better to pay for the 
stock in full and lay away the certificate until 
such time as a satisfactory profit is shown. 

If only 25 per cent. margin were used this 
would operate substantially like a stop order 
placed 25 per cent. below the purchase price. 
Of pee the trader might so divide his capi- 
tal and plan his campaign as to provide for 
the eeibility of his margin being exhausted. 
This, however, would really be a modification 
of the stop order plan. 


Epiror oF THE MAGAZINE OF WALL STREET: 
It is a common remark in Certain brokers’ of- 
fices that “they don’t bite the way they used 
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to.” Why? THe Macazine or WALL Street! 
I have taken your magazine from its first issue 
and have learned the business from it. Yet, 
with all your educational benefits you have 
overlooked the following good bets: 

(1) The Trend, when is it defined? Did 
you notice that last February Reading went 
up 20 points and Union Pacific down 20, while 
the Trend. stayed the same, if a chart was 
made of 10 or 20 rails, with those two leaders 
in it? Oh, give us a new one! 

(2) Why don’t you—or someone—state 
that the real reason that brokers always advise 
the long side, is not because the “sucker” is 
always optimistic, but because the average 
broker makes his great profit on the difference 
between what interest he charges the customer 
and what he (the broker) pays for the money? 
If a house charges 6 per cent. interest and 
borrows the money for 4 per cent. they make 
$20,000 a year on every million dollars’ worth 
of shares. When the customer sells short the 
broker loses this pie. I dare you to publish 
this; also the fact that a man with $5,000 
margin trading in 100 share lots is expected 
by the broker to last only two years. 

(3) Three years ago I asked you if you 
believed in stop loss orders, as this was the 
most disputed point in Wall Street. You 
emphatically advised using stops. Since then 
I have become absolutely convinced of the 
worth of that advice. The “insiders” play 
with marked cards and the stop loss is the 
only protection. The whole system of manipu- 
lation is to induce people to buy when they 
should sell and sell when they should buy. 
When the corporation is rotten, the insiders 
increase the dividends and sell out on the rise; 
and when it is good, they reduce the dividend 
and increase expenses so the stock will fall 
—and they hold the bag! Now if anyone can 
beat that — a stop loss, he can make 
$9,000,000 

The a trouble with the stop is that the 
“lambs” don’t know where to place it. They 
are always asking, “Shall I put on a two, four 
or five point stop?” Now, here’s the trick: 
The stop loss belongs at the danger point. 
That point may be 10 points off or only % 
off, but once reached the stop becomes ab- 
solutely imperative. In short, the scientific 
placing of the stop at the danger point is the 
important thing. Averaging on the reaction is 
a silly method. That “little reaction” in Union 
Pacific a year ago last August ran into 40 
points. Learn where to place a stop. You are 
then footloose, i. ¢., you can get in or out at 
any time. I know a man who was hung uo 
with all his capital, for seven years in Copper. 

Apvam Sourcuy. 


We are glad to learn that our magazine has 
been of so much practical use to this subscriber. 
We do not, however, fully agree with all his 
comments. It seems to us that a knowledge 
of the general trend of the market is of great 
value to the trader, in spite of the fact that 
one or more stocks may, under some circum- 
stances, move contrary to the trend. 

Reputable brokers are not influenced in their 
advices to customers by the fact that they 
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usually make a small profit on interest account 
in carrying stocks for customers. Our experi- 
ence has been that the best brokerage houses 
charge but little more than the call money rate, 
taking an average over a series of years. The 
most reliable brokers, in our opinion, are sin- 
cere in their efforts to promote their customers’ 
interests in every way. Doubtless there is an- 
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other class of brokerage houses, but it is grow- 
ing smaller every day. 

As for the statement that the customer with 
$5,000 is expected to last only two years, we 
know that legitimate brokerage houses do not 
hold any such views. The success of each 
customer depends on his own ability, shrewd- 
ness and willingness to study. 








Averaging With the Trend Letter 
A Correspondent Thinks This is a Mistake 











DITOR of THe Macazine oF WALL 
STREET: 

I would like to ask one question 

which has come into my mind in re- 

gard to your service in the Trend Letter, 

which is doing remarkably well. Is not the 

theory of splitting commitments and putting a 

stop on the average price an erroneous one in 

the case of your service? I have been watch- 

ing it carefully and comparing it with my own 

actions and find that in most cases we agree 

to the same thing at about the same time, I 
usually a little first. 

Your advices have been so accurate that you 
have been able in practically all cases in the 
last year to tell the turn within three points. 
In the only cases where you did not, you were 
in wrong for more than the three points and 
so lost out. Now here is my argument: When 
you advise buying only one-half quantity, and 
there is no chance to average, only half profits 
are made. But when, on the rarer occasions, 
you are wrong, you lose on the whole quantity 
because of averaging. 

Suppose we start with 200 shares, and you 
say buy one-half and average, and then this is 
the time you go wrong, we lose three points on 
200 shares. hen on the next operation you 
say buy one-half, and as usual there is no 
chance to average or perhaps only a chance in 
one stock, then you have to make six points 
net on the 100 shares to get back the previous 
loss. Would it not be better, if you think that 
on some occasions four and one-half points 
ought to be allowed to get the turn, to trade in 
the full quantity and place stop at four and 
one-half points? Then on the next chance you 
would have to make four and one-half points, 
compared with six in the other case, to get 
even again. 

Then again, it seems to me that unless you 
feel that the turn will be within three points, 
or in other words that the high or low has 
been passed and that the trend has turned, you 
would not advise action but would wait until 
you did think so. Really you are trading on a 
40 point margin and loosing twice as heavily 
as gaining on the average, although you are so 
successful that losses are smaller than gains 





by a considerable amount. But would not it 
be better. to sell or buy the whole amount at 
once and stop at four and one-half points, if 
conditions are unsettled, so that three points 
are not enough?—H. B. 

On the record made by The Trend Letter 
during its first year, of 21 points loss and over 
110 points profit, it would certainly seem that 
you are right. 

Our plan of dividing a purchase into two 
parts, one-half at the market and the other 
half on a further decline of three points, was 
this: We did not expect to be able to call the 
turn on the market any closer than three 
points. We were not going to try to give tips 
on the immediate movement of prices, but to 
determine the general trend of the market, as 
is indicated by the name of our service, “The 
Trend Letter.” We assumed that, so far as 
the immediate movement of the market for 
three points was concerned, we might fre- 
quently be in error, but that we would be able 
to discern the broad general trend of the mar- 
ket in the majority of cases. 

To consider the matter from the theoretical 
standpoint, let us assume that a trader knows 
nothing about the probable movement of 
prices, but is operating entirely on chance. It 
would then be immaterial whether he made his 
entire purchase at one time or divided it into 
two parts to be purchased at an interval of 
three points. On the theory of chances, re- 
sults in the long run would work out just the 
same in either case. 

Accordingly, if we assume that “The Trend 
Letter” makes no- attempt to gauge the. next 
three-point movement of the market but is 
considering the longer moves only, we would 
have nothing to lose by dividing a purchase 
into two parts, and we would have the ad- 
vantage of making smaller losses at one time; 
that is, instead of losing four and one-half 
points on the entire line, we would, as a re- 
sult of dividing the purchases into two parts, 
lose only three points. It is important in a 
service of this kind to keep losses as small as 
possible so that subscribers may not become 
discouraged. 

However, as you say, on the basis of our 
























actual record during the past year, we have 
indicated the turning .points so closely in the 
majority of cases that better results would 
have been obtained on the average if we had 
made the purchase all at one time instead of 
averaging. 

We are seriously considering making the 


change in methods that you suggest. The 
difficulty in adopting it is perhaps a psycho- 
logical one. When we discern a change in 
the trend, we cannot, of course, feel any cer- 
tainty that the change will take place within 
three points of the current price. Hence, we 
feel much more comfortable about the posi- 
tion of our patrons if we allow a little more 
leeway by dividing the purchase into two parts. 
Even though our past record shows that we 
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have come as close as three points to the turn- 
ing point of the market in most cases, we are 
still, in any particular instance, inclined to fear 
that this may be the time when more leeway 
may be needed. 

You will probably be interested in four arti- 
cles on the theory of averaging which ap- 
peared in this magazine in October and 
November, 1911, and January and February, 
1912. Three of these articles were prepared 
by Mr. Selden, who has made a careful study 
of this subject, and the fourth by a practical 
trader of long experience, who is now writing 
for us the very excellent series entitled “Notes 
on Office Trading.” We thank you for your 
suggestion, and it will receive our careful 
consideration. . 








INQUIRIES 








This department is to answer miscellaneous questions in regard to the science of investment, methods 
of operating, the customs of the markets, etc. Please write questions briefly and, if personal reply is desired, 
enclose stamped and self-addressed envelope. Address INQUIRY DEPARTMENT. 


Interpreting Bank Statements and Ry. 
Reports. 


I am a constant and appreciative reader of 
your valuable monthly, and will thank you to 
advise me as to which pamphlet published by 
you (or any one else). will furnish me in- 
formation on the following: I should like to 
be able to interpret correctly the weekly New 
York bank statement, also any condition 
statement made by a bank, and annual rail- 
road reports.—F. A. 

We would suggest “Work of Wall Street,” 
by Sereno S. Pratt, price $1.89, postpaid; 
“How Money Is Made,” by Henry Hall, price 
$1.62, postpaid; and the “Anatomy of a Rail- 
road Report,” by Thomas Woodlock, price 
66c., postpaid, or “How to Analyze Railroad 
Reports,” by John Moody, price $2.10, post- 
paid. We think these books will give you 
the desired information. 


The Dow Theory. 

I see Mr. Dow’s name quoted in articles 
about odd lots. Will you please let me know 
if he has published any books and what they 
sell for.—F. D. 

You will find the “Dow Theory,” so-called, 
in “A B C of Stock Speculation,” price, 66 
cents, postpaid. You will note further de- 
scription of the book in our catalog. 








Execution of Odd Lot. 
Desiring to sell 75 shares of Allis Chalmers 
common, first assessment paid, I sent certifi- 
cate to my brokers. They advise sale at 50 


cents and send settlement of $26.62 as per en- 
closed. The sale apparently was made on 
September 30. 


Is this deal an honest one? 





Your magazine recently quoted around $1.50 
as the value of the common.—C. B. 


There were no sales of 100-share lots of 
Allis-Chalmers common recorded for the week 
in which your sale was made. For the month 
of September, however, the range of - the 
price “Ist paid” was from %4 to 1%. In 
view of the inactive market and the low 
price of the stock at that time, we see no 
reason to doubt that your order was properly 
executed. 





Theory of Bond Values. 


Have you a book explaining the theory of 
bond values, construction of bond tables, etc.? 
—J. R. 


“The Principles of Bond Investment,” by 
Lawrence Chamberlain, devotes a good deal 
of space to the theory of bond values and the 
mathematical principles upon which bond 
tables are usually constructed, etc. Our cat- 
alog gives a more complete description of the 
book. 





Broker’s Failure. 
I was long some Atchison stock with a firm 
which recently failed, and would like to know 
how to proceed.—K. H. 


If you were trading on margin, you will be 
obliged to wait and take your chances with 
other creditors. If your deposit with the firm 
was for the purpose of buying stocks for 
cash, and if your Atchison stock was fully 
paid for, then the stock is yours and you 
should at once demand that your stock be de- 
livered to you. 
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Business Barometers. 


Please advise me if the book “Business 
Barometers,” by Roger W. Babson, takes up 
the subject of predicting bull or bear markets 
from the business indicators. What year was 
the book published?—E. L. 

“Business Barometers” is mainly devoted to 
the interpretation of statistics as bearing on 
general business conditions. Necessarily, how- 
ever, the condition of the stock and money 
markets is also included, and many helpful 
suggestions are made. The latest edition of 
the book was published in 1911. 


Puts and Calls. 


Do you think anyone has a fair chance for 
a profit in dealing in puts and calls? Is this 
method of doing business strictly legal and 
honest ?—J. D. 


Puts and calls are useful and profitable 
under certain conditions of the market, where 
the trader believes a wide move is coming in 
one direction or the other. 

If he thinks the move is to be upward, he 
can buy calls in the expectation of calling his 
stock after the price has advanced sharply, or 
he can buy puts and use them as protection 
for his long stock. The advantage of this is 
that the market may decline temporarily with- 
out causing him any loss, provided it after- 
ward advances again during the period cov- 
ered by his put or call. He is protected and 
knows exactly what his greatest possible loss 
could be, while he has the opportunity to se- 
cure whatever profits may result from the 
movement of the market in his favor. The 
tradér should purchase only such puts and 
calls as are endorsed by Stock Exchange 
houses. as in these privileges is en- 
tirely legal and honest. 


Gt. Northern Ore and the War in Europe. 


I notice Great Northern Ore has declined 
on the European war. What possible bearing 
can the European war have upon the earn- 
ings ?— 

We do not see that the European war will 
have any probable effect on the earnings of 
Great Northern Ore, but it has a very im- 
portant effect on the money market and for- 
eign holdings of stocks. These factors af- 
fect the prices of all stocks, Great Northern 
Ore included. 


Collateral Loan on Steel Common. 


Would thank you for some advice as to the 
ssibility of a New York bank accepting 
tr. S. Steel common as collateral on a loan 
and, if acceptable, what per cent. of the market 
value of the stock could be obtained?—S. M. 


New York banks usually loan about 80 per 
cent. on what is called “mixed collateral,” 
which is generally one-half or two-thirds rail- 
road stocks and the remainder good industrial 
stocks. Just what arrangement you could 
make for a loan on U. S. Steel common alone, 
would depend on the attitude of the particular 
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bank with which you might take the matter 
up. In‘view of the prominence of this stock 
and the ready market for it, we imagine you 
might get a loan of perhaps ‘60 per cent or 70 
per cent. of its market price. 


Weekly Highs and Lows. 


From what source can the weekly fluctua- 
tions of stocks for the past ten years be 
obtained? How can the accumulation or dis- 
tribution of stocks be determined? Do large 
sales a small sales indicate this condition? 


For the weekly high and low of any stock 
over a period of years, the most convenient 
source is a file of the Commercial and Finan- 
cial Chronicle, which is kept by many public 
libraries. You can also get these figures from 
the tables of weekly transactions as compiled 
by many newspapers, Herald, New York 
Times, Evening Post, etc. 

In past issues of this magazine, you will find 
many articles touching upon accumulation and 
distribution, so-called. This process is usually 
accompanied by large sales around a certain 
level of prices, often followed by a period of 
small sales on about the same level. After this 
period of hesitation, an increase of transac- 
tions on an advance is apt to indicate that 
accumulation has been in progress, while a 
sharp break, usually accompanied by increased 
transactions, is likely to indicate distribution. 


The Trend. 


In the September number, page 277, I notice 
an article, “Methods of Successful Traders,” 
by “Germany.” He says the only thing that 
will carry a trader through at all times .is to 
know the trend and follow it. Is this the 
figure chart of Dow-Jones averages that you 
publish in the miagazine every month, which 
gives the trend of all stocks?—J. M. 


The trend referred to by “Germany” in his 
article on “Methods of Successful Traders,” 
simply means the general tendency of the mar- 
ket over a considerable period of time. The 
figure chart which we publish every month is 
usually of some assistance in determining this 
trend. We also publish “The Trend Letter” 
in which we give our opinion as to whether 
the trend is up or down. This letter has 
proven to be correct four times out of five for 
the past year. Specimens will be sent upon 
request. 


One-Eighth Point Charts. 

Do you consider the % point figure chart, 
substituting volume of sales for the price, as 
shown on page 135 of “Studies in Tape Read- 
ing,” ey practical value to the average trader? 


The form of chart you mention is of little, 
if any, value, in predicting the longer swings 
of the market. It may be some help to the 
tape reader to keep this chart as an aid to his 
memory, but if he does this he must bear in 
mind that the chart does not show the rapidit 
with which transactions follow each other. It 
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shows prices and volumes, but does not show 
the element of time, and this is usually as im- 
portant in tape reading as prices and volumes. 
Hence the tape reader will not be able to pre- 
dict the action of the market from ‘this chart 
direct. If he uses the chart, it will be merely 
as a sort of supplementary and detailed 
memorandum. 


Bargain Indicator—Execution of Order— 
Selling Ex-Dividend. 


In the September issue, Am. Loco. com. oc- 
cupies the third place in your “Bargain Indi- 
cator,” and in the October number it is rele- 
gated to the 43rd place. Of course, I under- 
stand that the position in the list is based on 
the last year’s earnings, but is it not mislead- 
ing for all that? 

On Aug. 31 the writer sent the following 
order to his broker: “Please buy for my ac- 
count 20 shares of Am. Loco. com. at the mar- 
ket.” The order was written on the morning 
of the 3lst and delivered at the office of the 
broker at about 7.45 A. M. of the same day, the 
writer not knowing that there was not any 
market on that day. The broker executed the 
order at the opening of the market on Sept. 
3. Was this correct? I have always under- 
stood an order was good only on the day and 
date given. 

If a person is short of the market and the 
stock he is short of sells ex-dividend, and the 
stock is marked down the amount of the divi- 
dend, is that person also charged with the 
amount of the dividend? For example, a per- 
son is short of a stock at 160, and it sells ex- 
dividend 114%; his stock is marked down to 
158%. In addition to this, when his state- 
ment is rendered he is charged with the divi- 
dend of 1%% or $150 for each 100 shares of 
stock he is short. Is this the correct practice 
of brokers?—C. B. 


If you will refer to the heading of the 
“Bargain Indicator,” you will notice that we 
warn you that the value of a stock cannot 
be judged by its position in the table only, 
and that earnings for successive years as 
given must be carefully examined, with a 
view to stability and growth as well as amount. 
Arranging the stocks in the order indicated 
by their earnings for the last fiscal year, seems 
on the whole better than any other arrange- 
ment. We would be glad to discover a better 
arrangement. Do you think of one? 

In regard to your purchase of 20 shares 
of American Locomotive, we should say that 
the broker was justified in executing your 
order on September 3, unless you specifically 
limited it to August 31. As there was no 
market on August 31, he would naturally con- 
clude that the order was intended for the first 
market session. 

If you are short of a stock when it sells 
ex-dividend, your account is charged with the 
amount of the dividend, for the reason that 
this sum is taken off the price of the stock 
as quoted.- If you were not charged with the 
dividend, you would be receiving the amount 
of the dividend as a gift, when the price of 
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your stock was marked down on the exchange 
to cover the dividend. 


Taking an Investment Position on the 
Short Side. 


There is one more question I would like to 
ask: Do you think a man who took a position 
for the long pull on the short side in January, 
1903, January, 1907, and January, 1910, expect- 
ing to cover at a lower price in the latter part 
of the year, would be better off when he en- 
ters the market at top to use a “stop loss 
order” or a “privilege” running 60 days? The 
stop loss order may be closed out several times 
before the market gets away from the “sell- 
ing” price. On the “long” side I buy only 
outright prepared to average every five points 
or more as necessary, and expect to hold for 
a yus or so. What is the cost of privileges? 

In regard to the use of privileges to protect 
short trades for a long pull, we are inclined 
to doubt whether you would get satisfactory 
results in this way. The cost of a privilege 
running sixty days or more is likely to be 
high. Exact figures would vary for different 
stocks and under different conditions of the 
market. Whatever is paid for this privilege 
is, of course, equivalent to a loss before your 
trade begins and you have no guaranty that 
the market will not hang around the high 
prices for six months or longer. For example, 
in 1906 the highest prices were reached in 
January, but owing to vigorous manipulation 
by Mr. Harriman and to sensational advances 
in his stocks the average was pulled up again in 
December, 1906, almost to the high point. The 
operator for a pull on the short side might 
easily have sold short in January, 1906. 
course, he might have been bright enough to 
cover in the spring of 1906 and sell short again 
in January, 1907, in which case he could have 
used privileges both times with satisfactory 
results. 

The above remarks are not to be interpreted 
as atiy criticism of the use of privileges by 
the active trader. They often save him from 
an unnecessary severe loss and may be used 
to advantage in many ways. 

It is impossible to lay down any general 
laws on such a Subject as this, because so 
much depends on the individual methods of 
the operator and the peculiarities of his own 
mind. It seems to us, however, that as a 
rule, it is better to use a liberal margin on 
the short side protected by a stop order far 
enough up so that it would probably not be 
reached unless the stock was cornered. In 
other words, “investment” trading on the short 
side, if such a term is permissible, should be 
handled about the same as investment trading 
on the long side. 


Interest Charges. 

Are the interest charges on the enclosed 
broker’s statement correct? Why is the ac- 
count balanced October 22 and again at the 
end of the month?—W. B. 


It is the custom of brokers to debit the cus- 
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tomer with interest on each purchase from the 
date when the purchase was made down to 
the end of the month, or, as in this case, to 
the date when all trad.s were closed out and 
the account balanced up. Then the customer is 
credited with interest from the date when 
each sale is made down to the date when the 
account is balanced up, including, of course, 
interest on his cash balance. 

The reason your brokers balanced your ac- 
count on October 22 and figured interest 
down to that date instead of to the end of the 
month, was that they both charge and credit 
you interest at the rate of 6 per cent. during 
the time when you had trades open, but when 
you merely have a cash balance on their 
books, without any open trades, they allow 
interest on your balance at the rate of only 
2 per cent. 

Accordingly, on your long Steel carried over 
from the previous month, you are charged 
with interest for 22 days, down to October 22, 
but you are also credited with interest from 
October 10, the day you closed the trade, until 
October 22, or 12 days. This leaves you pay- 
ees for ten days only, October 1 to 10. 

n October 10, you sold 100 shares short, 
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and on October 15, bought 200 shares, thus 
closing your short trade and leaving you long 
100 shares. Your brokers entered this pur- 
chase of 200 shares in one item, charging you 
interest on the whole 200 shares from October 
15 to October 22. Then they credited you 
with interest on 100 shares for the same 
length of time, seven days, because 100 shares 
had been purchased to cover your short trade, 
on which no interest was charged. 

In the remainder of the month, you had no 
long stocks; hence, were charged no interest 
but were credited with interest on your cash 
balance at the rate of 2 per cent. 


Financial Dictionaries. 
Are “Smith’s Firiancial Dictionary” and 


Montgomery Rollins’ book, “Money and In- 
vestment,” treatises of the same order? That 


is, is one similar to the other in its contents ?— 
R. M 


The two books are somewhat similar. 
“Smith’s Financial Dictionary” covers a larger 
number of topics, but “Money and Invest- 
ments,” gives more complete explanations. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 





you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 
our own funds, but of course can take no further responsibility. 











The Figure Chart 








The following figure chart completes the chart on page 108 of the July, 1910, Macazine 


or WaLt Street, down to date given below. 


It is based on the daily average closing bid price 


of 20 standard railway stocks, and gives a general view of the course of the market since 


June, 1910. 
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*In order to condense the chart, only the last figure of each number is given. Thus 9 rep- 


resents 119, etc. 








- Essential Statistics Boiled Down 


T* figures below give a complete | comparisons for the corresponding moi:th 











view of the financial and industrial | (or nearest month obtainable) in each of 
situation, with’ the best available the four preceding years. 





Average Average Per Cent. Per Cent. Per Cent. Per Cent. Money in 
Money Money  Cashto Loansto Cashto Loansto Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
Commer- Banks Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 


November, 1912 5% 101.2 seca Ee $34.59 
October, ee 6 stats cea a 34.42 
September, 1912 5% 15.2 102.9 34.36 
November, 1911 as 163* 103.7* 34.43 
1 1910 5% 16.6* 106.8* 35.01 
7 1909 5% 17.1* 103.0* 34.95 
$5 1908 4, 19.1* 105.1* 35.22 


NON DS NN DW Dd tO 


SIAR AA 
—-OOOWwWhl 


* September. 





New Securi- Bank Balance of Balance of 
ties Listed Bank Clearings Gold Trade 
N. Y. Stock Clearin of U. S. Movements Imps. or 
Exchange of U.S. Excluding —Imports or Exports. 
(000 omitted) (O00 omitted) N. Y. City. Exports. (000 omitted ) 
(000 omitted) (000 omitted) 
October, 1912.... $99,004 $17,249,398 $7,110,401 Ex. $76,701 


September, 1912.... 47,735 13,164,149 5,731,313 . 3,632 x. 54,839 
October, 1911.... 51,448 13,568,107 6,057,903 .) 2x. 77,760 
~ 1910.... 115,219 13,826,249 5,922,160 . 3,500 =x. 83,662 
Fe 128,272 15,871,824 5,819,482 =x. 2,345 . 73,024 

1908.... 165,173 12,146,793 4,912,521 . 1,833 . 69,944 





Bradst’s English Whole- Produc’n Price U. S. Produc- U. S. St’l 
Index of Index of sale of Iron of tion of Cop- Co. Unfill. 
Commod- Commod- Price of (Tons.) Copper per (Lbs.) (000 o’td.) 
ity Pcs. ity Pes. Pig Iron. (0000’td.) (Cents). (000 0’td.) Tonnage 
November, 1912 9.48 2722 $18.50 aides 17.4 petinds ania 
October, 1912 9.45 2740 18.00 2,689 17.3 145,405 7,594 
2722 16.93 2,463 17.5 140,089 6,551 
2576 15.15 2,102* 12.6 118,255* , 
2453 15.91 2,093* 12.7 126,000* 
2306 19.08 2,599* 13.1 124,000* 
2194 17.25 1,567* 14.1 iawaes 


* October. + September. 





Babson’s 
Net Building Business Crop Conditions. Average 
Surplus Operations, Failures. etn \ 10 Leading 
of Idle Twenty Total R. R. 
Cars. Cities. Liabilities. . Corn. Cotton. Bonds. 


November, 1912.. 51,259* 

October, 1912.. 31,579* $41,131,514 - $14,588,706 

September, 1912.. 9,750 36,827,818 19,454,176 

November, 1911.. 26,514 , 17,088,776 - 
” 1910.. 13,581 ,929, 15,612,799t 
ws 1909.. 3,286* 11,268,3907 
: 1908. . 109,515 16,661,717+ 


* Shortage. t October.  $ September. 














The Situation Summarized 








[While an attempt is here made to divide the important factors into favorable and 
unfavorable, this classification is for convenience only. It should be fully recognized 
that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 
the future. Also, it would be impossible to strike a balance in this way, as one bullish 
factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


Election out of the way and the presi- 
dency decided by a plurality large enough 
to leave no question as to the oe de- 
sire. As both houses will be Democratic, 
definite, constructive action is possible. 
There is a general feeling that Wilson will 
favor temperate and well-considered action. 


Corn Crop estimated by Government at 
3,169,000,000 bushels, far the largest on 
record. 


Bank clearings for October established a 
new high record, 17 per cent. over October, 
1911; due to large crops and general busi- 
ness activity, as speculation in stocks and 
in all commodities is now on a restricted 
scale only. 


Steel orders show big increase, both for 
U. S. Steel and for independent companies. 
Orders are not only from railroads, but 
from all miscellaneous sources also. ‘ 
Steel orders running nearly double capac- 
ity; now booked nine months ahead. 


Gross railroad earnings continue to show 
large increases. Net earnings hold up well, 
but do not; of course, keep pace with the 
gross. 


Retail trade good. Record holiday dis- 
tribution expected. Mail order business 
about 10 per cent. over last year. 


Commercial failures for October show 
pronounced falling off; smallest October 
liabilities for six years, with exception of 

However, for ten months liabilities 
have been largest since 1908. 


Savings. banks deposits increased $239,- 
234,000 in the past year. Per cent. of in- 
crease is much greater than that of popu- 
lation. iaal 


Foreign exchange now nearly at the gold 
import level.. Believed, however, that Eu- 
rope’s need for money will prevent any 
large movement of gold to this country. 


Rise in consols and other low interest- 
bearing securities at London leads to belief 
that reaction to easier money conditions 
there will not be long delayed, 


Unfavorable 


Tariff question will be reopened next 
spring, requiring readjustment of business 
to new schedules. General reductions can- 
not be very sharp, in view of large revenue 
requirements of the Government, but the 
tariff on individual commodities might, of 
course, be greatly lessened or removed 
altogether. 


Balkan war is an unfavorable feature and 
must remain so until all questions con- 
nected with it are fully settled. Its effect 
on the money market has been consider- 
able. Early peace, without serious com- 
plications, is now hoped for. 


Money trust investigation may perhaps 
prove beneficial in the end, but is at least 
temporary unsettling, like any proposition 
for important changes in existing methods 
of doing business. 


Copper stocks on hand increased 13,679,- 
000 Ibs. in October. Now the largest since 
last January, but still not excessive com- 
pared with previous years. 


Foreign bank rates have now been ad- 
vanced all over Europe—England, France, 
Germany, Austria, Belgium, etc. This has 
had the effect of liquidating an over- 
extended speculative position in several 
countries, notably Austria. 


Money at New York still firm, but not 
stringent. Possibility of higher rates dur- 
ing December, but January will bring relax- 
ation. Commercial paper now a shade 
easier at 534 to 6 per cent. Loans of clear- 
ing house banks (exclusive of trust com- 
panies) still exceed deposits. 


Issues of new securities for 1912 will be 
well above $2,000,000,000, far the largest on 
record. These steady demands for capital 
keep bond prices relatively low. 


Coal rates reduced on Lackawanna by In- 
terstate Commerce Commission. Similar 
action on other coal roads is probable. 


Railway conductors and trainmen on 52 
Eastern roads ask wage increases aggre- 
gating $27,000,000 a year. Decision of 
arbitration committee on engineers’ de- 
mands expected soon. 











The Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








ten years is shown in chart form below. 
The last week given is that ending No- 
vember i6, 1912. 

The diagram also shows, in millions of dol- 
lars, the course of excess deposits and surplus 
reserves of New York clearinghouse banks 
(excluding the trust companies). The zero 
line represents equality of loans and deposits. 

Results of the election. The firmness of 
the stock market in view of the complete over- 
turn in the control of the government shown 
by the election returns has been a most notice- 
able feature of the situation. Downward re- 
vision of the tariff has always been a bugbear 
in this country. This is not saying that a high 
tariff is necessary to prosperity, a point on 
which opinions differ widely; but when busi- 
ness is adjusted to a certain level of duties, 
any reduction, and especially a prospective re- 
duction of uncertain amount, means that cau- 
tion must be exercised in all industries likely 
to be affected. 

Caution means placing fewer orders and 
temporarily checking extensions and improve- 
ments. If this is taking place in industries 
liable to be affected by tariff changes, other 
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i general course of railroad stocks for 


industries, not directly dependent on the tariff, 
will be sympathetically influenced. Thus a 
tone of conservatism gradually spreads 
through business circles until the proposed 
changes are completed and their effect has 
been measured. 

Again, the mere fact of a change in the 
party controlling the government may nat- 
urally be supposed to result in a certain de- 
gree of conservatism. The Democratic party 
has been out of power for 16 years—a most 
eventful 16 years, during which great changes 
in public sentiment have occurred. The fact 
that the party was at loggerheads with itself 
twenty years ago and did not demonstrate any 
marked constructive ability, cannot be accepted 
as any criterion of its present governing ca- 
pacity; but it must be admitted that it is an 
unknown quantity, and unknown quantities in 
the situation do not generally tend to promote 
active business conditions. 

Yet the stock market rebounded sharply 
from its momentary and trifling depression the 
day after election, and up to this writing has 
maintained a higher range of prices than was 
touched before election on the foreign selling 
movement caused by the Balkan war. 


/ 19/0 / 


—— Excess Defesits, -----— Surflus Reserves. —.—.—-— Gteck Averages. 
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| Two theories are advanced to account for 
this action of the market, which might be 
called, respectively, the “economic” theory and 
the “anthropomorphic” theory. The first is 
that the acchmulated buying power, as a result 
of generally prosperous business conditions, is 
so great as to more than counterbalance any 
unsettling effect of the election. The second 
is that the big banking powers, foreseeing 
business dullness as a result of new govern- 
ment policies, have been “supporting” the 
market until they can make an opportunity to 
sell as many of their stocks as possible. 

It is also conceivable, of course, that both 
these explanations might be true. Banking 
interests may desire to support the market, 
within reasonable limits, and they may find it 
possible to do so because of the generally 
prosperous condition of business and the hope- 
ful tone of public sentiment. In fact, this is 
the view of the matter that appeals most 
strongly to me. 

The Balkan War. There are apparently 
two forces in sight, either of which would be 
likely to end the war soon. One is the cholera, 
which is now ravaging the Turkish army and 
is reported to have secured something of a 
foothold among the allies also. The fear of 
this dread scourge will be even more effective 
in ending hostilities than any possible inter- 
ference by the great European powers. The 
other influence is the limitations of the allies’ 
resources. The war is costing them at least 
$1,000,000 a day, and these countries are rela- 
tively poor. Their resources must be already 
ae exhaustion, and a long war is impos- 
sible 

The Austro-Servian complication can scarcely 
be conceived as involving the great powers in 
war. It is of but slight importance to Europe 
as a-whole whether Servia gets an Adriatic 
port or not. Constantinople is the key to the 
situation, and this city the allies do not expect 
to hold. The most they hope for is to make 
it a neutral port. Nor is there any probability 
that any of the great powers will attempt to 
seize Constantinople, as the failure of the ef- 
fort would be a foregone conclusion. 

- Certain incidental effects of the war are im- 
portant. -Vienna had been carrying on an 
excited speculation and was decidedly over- 
extended when the war broke out. To a lesser 
extent this was true of Berlin and to some 
degree of London also. The sharp liquidation 
eaused~by the war and the resulting higher 
money-tates-have relieved this condition. The 
Austrian Minister of Finance stated to the 
Reichsrath his opinion that the panic on the 
bourse there was merely the inevitable break- 
up of .a period of reckless speculation, which 
must have come soon in any event. Since the 
panic, stagnation has reigned on the Vienna 
bourse. In Germany several failures of bank- 
ing and brokerage houses have occurred and 
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the volume of speculative commitments has 
been greatly reduced. 

This heavy European liquidation has tended 
to lessen the strain on the money markets 
abroad, so that an early ending of the war 
and consequent fall in bank rates would be 
likely to enable America to draw gold from 
Europe, thus easing our own money situation, 
at least temporarily. 

Money at New York. Some further 
movement of currency to the country during 
the first weeks of December is quite possible, 
but the probability is that the bulk of the 
demands for crop moving purposes have been 
already satisfied. Some of the large interior 
banks are building up their New York bal- 
ances in order to take advantage of any high 
money rates which may appear during De- 
cember. This will tend to relieve any possible 
stringency and the outlook now is that noth- 
ing worse than continued firmness is to be 
expected 

The deficit of deposits under loans, as shown 
by the diagram herewith, will probably dis- 
appear in January, with the return of money 
from the country; but the present activity of 
general business is so great in all industries 
that the relaxation will doubtless be tem- 
porary only. 

For this reason the January reinvestment 
demand, which is always counted upon by 
speculators, may prove somewhat disappoint- 
ing. The active demand for money for gen- 
eral business purposes is shown by the con- 
tinued firmness of commercial paper, which 
has remained close around 6 per cent. for two 
months. There is little advantage in putting 
money into standard stocks and bonds when 
— business is ready to pay 6 per cent. 
or it 

The steel industry is aporoeching boom 
conditions. The increase of 1,043,000 tons in 
the unfilled tonnage of the United States Steel 
Corporation last month was double what had 
been expected, and it appears that the inde- 
pendent companies did almost equally well. 
All are sold ahead for six months or more, 
and many mills are experiencing difficulty in 
getting shipments out. This condition will ap- 
parently continue through the winter. The 
railroads, also, have more business than they 
can handle and car shortages will be the order 
of the day for some time to come. 

The roads are ordering cars that cannot 
possibly be delivered before next fall. Pig 
iron on hand equals only ten days’ supply at 
the present rate of production. The October 
iron output set a new high record for the in- 
dustry. 

With a corn crop 30 per cent. larger than 
last year and all other crops abundant, it 
is no wonder that the average business man 
feels that for the present he is on a sound 
basis, regardless of politics. 





